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SHALL UNDERWRITERS MEET THE PROPERTY-OWNERS HALF-WAY? 





Insurance Attitude Toward Investigation of Fire Cost. 





HE fire insurance interesis of the country should consider very carefully 

T what their attitude is to be towards the various associations of property- 

owners which are manifesting so close an interest in the insurance situa- 

tion. These associations are now so well organized on a National basis as to 

render their investigations of the utmost importance, especially if they be in 
the direction of compiling statistics indicating fire cost. 

We publish in this number two articles: one read before the National 
Typothetae of America by J. C. Warner, who takes an extremely critical tone 
towards insurance interests; and the other by Henry H. Hall, ex-president of 
the National Board of Fire Underwriters, before the Furniture Association of 
America, who treats the question from the standpoint of the underwriter. 
Both of these articles will bear careful reading; the one because it shows the 
attitude of criticism which insurance interests must meet, and the other, 
because it shows the way in which this criticism should be met. Mr. Hall’s 
attitude of confidence and co-operation toward property-owners’ organizations 
which are investigating these questions must surely command the approval of 
every sensible insurance man. 

Many attempts have been made by fire insurance interests to formulate a 
combined classification showing fire cost, but there have been many impedi- 
ments in the way. If these property-owners’ organizations, through the 
special machinery which they possess, can secure the desired information, the 
benefit to underwriting interests can hardly be over-estimated. 

Therefore all these attempts at the collection of statistics should receive 
cordial approval so long as the investigations are complete, exhaustive and 
minute. Upon this the fire insurance interests should have the right to insist, 
and the justice of their contention will easily be recognized by all intelligent 
business men. The question of average and broad experience is now, and must 
ever be, at the root of the fire insurance problem. Partial investigations will 
not reveal the operations of any defined law. Complete knowledge alone will 


bring about such results. 
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AN UNDERWRITER’S TALK TO MANUFACTURING INTERESTS. 





HENRY H. HALL BEFORE THE FURNITURE ASSOCIATION OF AMERICA. 


Not knowing just what the proceed- 
ings would be this afternoon I have 
been somewhat embarrassed to know 
just how to prepare and meet you 


gentlemen, but since I have been here 


I think I have been able to sound the 
depths of your minds in reference to 
the octopus of insurance that seems to 
disturb you, and if I can do anything 
to allay your fears I shall be very well 
satisfied, but I hope to win your 
thorough support in the line of work 
that the stock companies are now en- 
gaged in. 

I understand that the interests of 
the mutual companies are to be pres- 
ented to you this afternoon, and I beg 
of you, gentlemen, not for a moment 
to consider that I am speaking in op- 
position to that system of insurance. 
With the mutual system of insurance 
Ihave been familiar ever since I was 
a boy in the business, 43 years ago, in 
New England, and I accord my highest 
appreciation of the work that has been 
done by the New England mutual 
companies in reducing the fire waste 
in this country. 

If you will have patience with me, I 
would like to take you back 25 years 
in the conduct of fire insurance. If 
you will pardon me while I speak ina 
general way, I will try to make a 
specific application to the manufactur- 
ing interests which yon represent. 
The great change in the conduct of 
the fire insurance business by stock 
companies occurred by reason of the 
Boston conflagration. The Chicago 
fire had occurred a year previously. 
That had a stunning effect upon the 
fire insurance companies, and they 
began to inquire as to the defects in 
the conduct of their business. 

Prior to that time it was the univer- 
sal custom among insurance companies 
to rate stocks of merchandise on the 
uniform, flat basis. For instance, I 


remember in Boston that the old rate 
on wholesale stock of dry goods was 
37% cents. 


That rate was uniform 


upon any wholesale stock of dry goods 
in the city of Boston, regardless of the 
construction of the building and its 
exposures, provided the exposures 
were of a mercantile and not of a 
manufacturing character. After the 
Boston fire, which had spread by rea- 
son of the mansard roofs in Boston, 
very common at that time, made of 
frame, with defective party walls, the 
danger of that particular form of con- 
struction became apparent. 

Then was introduced a system of 
schedule rates. It was manifestly un- 
fair that a man with a stock of dry 
goods, in a low building, with no open 
skylights or open elevators, or open 
stairways, should pay the same rate as 
his neighbor who occupied a building 
of larger area, with open skylights, 
open elevators, wooden cornices and 
other defects. So, groping as best they 
could, the underwriters formed a 
schedule with which you are familiar 
in principle. These schedules were put 
in operation quite largely in the mer- 
cantile community. 

Then the fire insurance companies 
struck an obstacle. They devised a 
standard mercantile rate, and made it 
so good, and charged so much for the 
deficiency, that their action encour- 
aged the manufacturers to put up 
superior buildings. Then this question 
arises: Here are two adjoining build- 
ings of modern construction, con- 
structed according to the schedule and 
equippped, for instance, with the 
automatic sprinkler—identical, we 
will suppose, for the sake of this argu- 
ment. 

We will suppose that both build- 
ings are identical, the stocks of mer- 
chandise identical. Mr. A. who oc- 
cupies this building, is a very con- 
servative man. He says: ‘“‘I am going 
to insure my merchandise for the fuil 
value. It is a poor business that don’t 
pay insurance, and I will insure my 
stock of merchandise in this building 
for the full value.’’ Mr. B. next door 
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is a venturesome merchant. He says: 
‘*A building constructed as this is con- 
structed, with such a fire department 
as we have, I don’t believe it is pos- 
sible for me to have more than 50 per 
cent. loss on my stock,’’ so he insures 
for 50 per cent. 

With all that the fire insurance com- 
panies had done to secure better con- 
struction, we found ourselves thwarted 
by the different ideas as to the per- 
centage of insurance that should be 
carried, so we must acknowledge as a 
general principle that to have rates 
equitable they must be graded upon 
the construction and occupation of the 
building as well as upon the percent- 
age of insurance that the man carries. 
Also we evolve what is known as the 80 
per cent. clause, which simply says, for 
the sake of equity, we must assume 
that every merchant is insured for 80 
per cent. of the value of his stock. 

In order that the rates between Mr. 
A. and Mr. B. can be uniform we will 
assume that Mr. A. and Mr. B. insure 
for 80 per cent. of the value of their 
stock, and we will make it a condition 
in their policy that that percentage of 
insurance shall be carried. Can there 
be anything more equitable than that? 
Eliminate from your mind all the an- 
noyances and vexations that you may 
have had. As a matter of principle, 
is it not clear that to insist upon a 
uniform percentage of value to be 
covered is the only equitable way by 
which rates can be adjusted? 

Here in the city of New York, if we 
have a schedule, we will assume that 
the charges for skylight and elevators 
and waste should be the same asin 
Boston, or in Pittsburg or in Cincin- 
nati. But where are we to start from? 
Upon what basis? Here is one city 
that has a defective fire department, 
and another city has a deficient water 
supply; the water system may have 
been put in 40 years ago, and now 
with the growth of 40 years the build- 
ings have grown in height far beyond 
the capacity of the water system of 
that city. 

So I think Ican convince you that 





it is not equitable that the basis 
rate of a schedule should be uniform 
in every city, even in the cities 
of the United States. So we are 
forced to the system of schedule rat- 
ing. 

Let me give you a little history. It 
will show you how the false system 
of fire insurance has been changed by 
reason of pressure from without, of 
demand on the part of the insured for 
allowances in improvement. A man 
in Rhode Island had a woolen mill. 
No mutual companies existed. He con- 
ceived the idea of putting in a force 
pump, and then went to the stock 
companies and said, ‘‘Now, gentle- 
men, in view of this force pump I 
should have a lower rate of insur- 
ance.’’ They answered, ‘‘It is not our 
business to improve buildings; we take 
them as we find them.”’ 

The manufacturer, convinced of the 
efticiency of the force pump, interested 
other manufacturers, induced them to 
put in force pumps and organized a 
mutual company, and from that force 
pump developed the perforated pipe 
system and the sprinkler, until now 
we have the perfected automatic 
sprinkler. By this pressure from the 
merchant and manufacturer the fire 
insurance companies were compelled 
to recognize the principle of sched- 
ule writing, of making allowances 
for improvements, and it brought 
about the developments of the present 
day. 

Let me call your attention to the 
fact that the stock fire insurance com- 
panies today all over the United States 
are studying the question of fire pro- 
tection. There is not a local board in 
the United States that will not furnish 
a manufacturer in advance of the con- 
struction of a building a full statement 
as to the various allowances for im- 
provements. In building the new store 
of Macy & Co., here in New York, not 
a shovelful of earth was taken from 
the foundation until the plans were 
submitted to the fire underwriters, 
and they, without expense to Macy & 
Co., gave their time for days and for 
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weeks in order to develop a standard 
department store. 

It is a great work, and I can con- 
ceive on a material side no greater 
question that confronts all of usas 
citizens of this country than an in- 
telligent study of this fire waste. Two 
hundred millions of dollars annually 
burned up, going to waste! What a 
tremendous drain upon the resources 
and upon the energy, and upon the 
initiative in all branches of manufac- 
tures this tremendous waste is! 

Then we come to the question of 
furniture manufacturing. Various 
schedules have been constructed for 
naming a rate. In the first place, as we 
approach this subject we naturally 
ask, What is a proper rate for a furni- 
ture manufacturer? We cannot guess 
at it. It does not drop from the sky. 
I turn to all the available statistics at 
our command. 

The United States census for 1900 
shows in the furniture, cabinet mak- 
ing, repairing and upholstering busi- 
ness, the value of the buildings, the 
value of the machinery, and the total 
product. The average value of the 
stock on hand may be assumed to be 
one-tenth of the annual product. Ad- 
ding, then, the value of the buildings 
and the machinery and the average 
value of stock on hand, we get the in- 
surable value of furniture factories, 
according to the United States census, 
of $44,412,450. 

Now, as to the losses. The property 
loss from 1893 to 1902, on furni- 
ture manufactories, was $11,331,215; 
the insurable loss, $7,318,344, an 
average loss of $791,000 a year on 
furniture manufactories throughout 
the United States. These are all the 
figures Ihave. You may criticise them 
as you like. That would give an aver- 
age rate to pay all losses alone 1.64, 
and adding for expenses would make 
the average rate neccessary to collect 
from the furniture manufacturers 
throughout the United States to pay 
losses and expenses, to say nothing of 
profit, something over 2 per cent. We 
will start from that proposition and 


endeavor to make the rate for the 
furniture manufacturer. 

In taking up the schedules we find 
that there are certain inherent haz- 
ards in a furniture factory which 
must be considered in order to arrive 
at an equitable rate and apportion the 
rate equitably. We have to take into 
consideration the construction, the 
area, the height, the roof, the cornice, 
the stairways, the elevator, heating, 
lighting, watchmen, whether planers 
or not, oils, waste, upholstery, glue 
pots, etc., building up a schedule, 
charging for the deficiencies that 
exist, and then make allowance for 
the facilities for extinguishing a 
fire. 

There is one means of fire extin- 
guishment that seems to have done all 
that was expected of it, namely, the 
automatic sprinkler. Every insurance 
company, stock or mutual, has con- 
fidence in the effectiveness of the 
automatic sprinkler. Now, in starting 
on this schedule I want tosay that 
if every furniture manufactory was 
equipped with the automatic sprink- 
ler, many of the difficulties which you 
say confront you would disappear, for 
after all, the root of the matter is that 
the supply and demand regulate the 
cost of all insurance, as any other 
commodity. 

Any building equipped with the 
automatic sprinkler is a favored risk 
by every company in the country and 
by so protecting it you have the sup- 
ply of capital at your command in- 
creased perhaps 200 percent. Not only 
that, you reduce the fire waste, and 
where your factory is in a crowded 
city you remove to that extent the 
danger of a conflagration in the dis- 
trict where it is located. When you 
try to picture the loss you suffer from 
the fire insurance companies, do not 
forget the innocent property-owners 
who are penalized by the existence of 
your factory in the neighborhood. If 
in a large city, look out over the block 
in which you are located and think of 
the people who are being taxed by the 
insurance companies by reason of the 
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exposure of your factory, and have a 
little charity. 

When we have accepted the auto- 
matic sprinkler, which is the furthest 
point reached in fire protection, how 
are we to determine what charges 
shall be made for the deficiencies? I 
submit to you, gentlemen, that if I am 
the owner of a furniture manufactory 
and the varnishing and upholstering 
are done in a separate building, cut 
off by fire doors, and if the planing is 
done in another building, not exposing 
the main factory, that Iam entitled to 
a lower rate by reason of the superior 
protection than my competitor who 
has all those processes conducted un- 
der one roof. That is conceded. 

How are we to tell what shall be the 
allowance for fire buckets, and what 
shall be the charge for open elevators, 
what shall be the charge for varnish- 
ing and polishing over and above the 
rate for the factory where that is not 
conducted? No living man can tell. 
It is a matter of guesswork absolutely, 
and when you criticise the conduct of 
the fire insurance companies for their 
arbitrary guessing I have to concede 
that you are absolutely correct. Itis a 
grand system of guessing charges for 
decficiencies and allowances for im- 
provements. 

I have tried to show you that within 
the past 25 years from a uniform and 
arbitrary system of rating on a given 
class of risks, our business has been 
developed by the pressure of manu- 
facturers for allowances for their im- 
provements until these schedules have 
been constructed, and they have been 
constructed out of mind—with abso- 
lutely no statistics upon which to base 
them. 

Companies compare their results on 
a certain class of risk. Our statistics 
as to the causes of fire are very im- 
perfect. When you say a local board 
in one city charges you 35 cents for 
varnishing and polishing, and you ask 
me how that is arrived at, I cannot 
give you any more satisfactory answer 
than if you ask me why the tariff on 
a given article isa certain percentage. 





Blunders are committed daily. 
Grounds for complaint exist without 
number, for we are groping in the dark 
in reference to this system of rating 
which we are trying to perfect, and in 
90 cases out of 100 in the classes of 
hazards that we write (and I speak 
from the record of my register) we 
accept them at a dead loss, so that our 
guessing is 90 per cent. in your favor 
rather than in our own. I make that 
as an absolutely true statement. 

We are endeavoring to solve the 
problems that are presented in an 
equitable and straightforward man- 
ner, but the chief difficulty is that 
when we are endeavoring to perfect 
our plans we are met by laws in differ- 
ent states forbidding the insurance 
companies to combine for the purpose 
of making rates. I claim for the fire 
insurance companies that their boards 
and organizations, with all their de- 
fects, are not designed to extort money 
from the insured. They are organizing 
to bring our business up to such a point 
that it can be conducted with regu- 
larity, without violent fluctuations in 
conflagrations and excessive losses, 
and that can only be done by improved 
construction and minimized fire waste, 
so to that extent we are entitled to the 
support of the manufacturing and mer- 
cantile interests of the country. Hos- 
tile legislation will in the end make the 
conduct of the business more perplex- 
ing and more expensive to yourself. 

Now, gentlemen, I have accom- 
plished the mission that I had in com- 
ing here. Accept this—most earnestly 
do I recommend this association to 
perfect their organization for com- 
piling statistics in reference to fires. 
No money could be more wisely spent 
—not in sending out circulars to 136 
manufacturers—but by a system of 
compiling statistics that will embrace 
the entire field, so that you will have 
intelligent knowledge as to what the 
fire loss is in your factories, and, 
secondly, that statistics will be collated 
as to the causes of fires. 

Whenever a furniture manufactory 
is destroyed by fire somebody from 
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this association should be interested 
in following up the cause of that fire, 
and working in this way, if you want 
your mutual company, you will have 


it when you get that information. 
There is no possible hope of success in 
a mutual company until that infor- 
mation is first secured. 





SOMETHING ABOUT LONDON LLOYDS. 








WRITTEN FOR THE JOURNAL OF INSURANCE ECONOMICS BY BROWNING Dick, LONDON. 








Although Lloyds, London, is known 
the world over as the great centre for 
marine insurance it may possibly be 
of interest to give in detail its exact 
position in fire insurance. 

The corporation of Lloyds consists 
at present of 772 members, of whom 
665 are underwriting members, and the 
general affairs are administered by a 
committee of twelve who are elected 
from the members for this purpose. 
Primarily of course their business is to 
safeguard the interests of underwrit- 
ers in all parts of the world as well as 
to secure prompt and reliable informa- 
tion as to the movements of vessels 
and casualties. Each underwriting 
member is responsible for the amount 
of any risk underwritten in his name 
and before any one is elected an ‘‘un- 
derwriting’’ member he has to satisfy 
the committee as to his means and as 
a further security has to deposit 
either funds for $25,000 or a guarantee 
for this amount. Naturally each 
underwriting member does not act for 
himself and the members are split up 
into syndicates of names from over 
20 names to others of two names only, 
but the proportion of each underwriter 
is always clearly stated on the policy. 

The procedure in effecting fire in- 
surance is almost identical with that 
for marine risks except that some of 
the marine syndicates are again 
merged for fire underwriting. Lloyds 
underwriters do not, however, assess 
fire risks as they do marine ones. The 


custom is that the broker offering a 

fire risk after describing the risk on 

his slip inserts a clause as follows: 
Warrant the same gross rate terms and con- 


ditions as, and to ...... follows the ...... Com- 
pany and that the said Company has during the 
currency of this policy at least £...... on the 


identical subject matter and risk and in identically 
the same proportion on each separate part 
thereof. 

On this warranty the underwriter 
accepts the risk and in due course 
signs the policy. This procedure not 
only obviates the necessity of a large 
surveying staff but is also of great 
benefit to the assured. For example 
a manufacturer wishes to cover his 
buildings and contents for $500,000. 
He gets a first-class company to ac- 
cept $25,000 and then covers the bal- 
ance of $475,000 with Lloyds under- 
writers. If there is a claim, the com- 
pany adjusts its proportion and on 
that settlement Lloyds underwriters 
pass the claim for their proportion at 
once. Instead of being compelled to 
deal with possibly 20 companies the 
assured has only to deal with one 
company and with Lloyds. 

An enormous business is transacted 
at Lloyds in this way and risks in all 
parts of the world are thus under- 
written. With a prompt settlement of 
claims this section of business has in- 
creased so much in recent years that 
plans prepared by fire experts of all 
the principal cities of the United 
States are on file for reference by 
underwriters. 
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FIRE INSURANCE AS IT IS OBSERVED BY AN OUTSIDE CRITIC. 





J. G. WARNER BEFORE THE UNITED TYPOTHETE OF AMERICA, 


The subject upon which I shall 
briefly address you this morning is 
one of vital interest to you all and one 
about which you probably know less 
than any other thing connected with 
you business—fire insurance. i wish 
to particularly call your attention to 
the consideration of your contract in 
this important matter; a contract, the 
perfecting of which has required about 
three hundred years’ work by the 
schrewdest attorneys in the world; a 
contract so full of ambiguous, techni- 
cal and pernicious phrases that very 
few, if any, of you are able to compre- 
hend it; a contract which has propor- 
tion, average, co-insurance and other 
clauses which are inimical to the in- 
terests of the assured, and you never 
realize what they mean until you suf- 
fer a loss by fire; then you wonder 
why you did not go over the matter 
more carefully and have erased certain 
phrases which cost you possibly thou- 
sands of dollars in the adjustment of 
your claim against the insurance com- 
panies. 

I have in mind a firm in Providence, 
R. I., who recently had a large fire, in 
which the loss and damage was ap- 
proximately $200,000 and the insur- 
ance carried $110,000. They received 
but $86,000 in settlement because of 
two lines in their policy which might 
have been eliminated before the fire. 
The companies claim that the co-in- 
surance clause is as plain as ‘‘twice 
two are four,’’ which does not argue 
well for the intelligence of the average 
citizen, for there is not one person in 
a hundred who understands it and it 
causes more loss and trouble to the 
assured than any other thing I know 
of. 

Here is a case of a man in Chicago 
who was carrying $20,000 on a build- 
ing which cost $24,000. This was more 
than the 80 per cent. clause required 
at the time of placing the insurance. 
Two years later he hadafire. $10,- 





000 had no 80 per cent. co-insurance 
clause and this amount was paid in 
full. The other $10,000 had the 80 per 
cent. clause in the policy and was paid 
$1,500 short because of the fact that 
there had been a slight increase in the 
cost of material and labor in the two 
years since the insurance was placed 
and the sound values were thereby 
raised, so that the co-insurance clause 
caught him to the extent of $1,500, al- 
though he had no idea that there had 
been any change in values. He re- 
ceived but eighty-five cents on the 
dollar on the co-insured portion of his 
insurance. In another case, recently 
examined, the assured was carrying 
$53,500 insurance and could collect, 
in case of loss, only $534.90 on each 
$1,000 of his insurance (provided his 
loss did not exceed the amount of in- 
surance carried), owing to the fact 
that the co-insurance clause was in 
his contract. 

Insurance policy contracts usually 
produce such results, and yet if you 
ask for insurance that insures, or 
what I call ‘‘flat’’ insurance, they will 
tell you in Providence, R. I., that you 
can have it for 50 per cent. advance 
over the price of co-insurance, but 
they will do everything they can to 
induce you to accept co-insurance; 
they will offer to give you a blanket 
form, which is the only form you 
should ever accept, and if you insist 
on flat insurance, they will split your 
policy up into a lot of items so that 
they can ‘‘do’’ you in detail. In Phila- 
delphia they charge, for flat insur- 
ance, 400 per cent. advance over co- 
insurance, and in New York you can- 
not get it at all. 

One of my clients had insurance 
from which he could get, in case of a 
fire, only about fifty cents on the dol- 
lar, and I advised him to secure flat 
insurance. He had a sprinkled risk. 
He went to his agent, who had been 
insuring him for twenty-five years, 
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and asked for $30,000 of flat insurance. 
The agent said, ‘‘What! flat insurance 
on a sprinkled risk? Such‘a thing is 
impossible. I will cancel your insur- 
ance.’’ He then asked another agent 
for flat insurance and received the 
same reply. When he asked why he 
could not have flat insurance on a 
sprinkled risk, the agent said, ‘‘I am 
very busy today—come around some 
other time and I’ll talk to you about 
it,’’ but he could get no explanation 
as to why flat insurance could be ob- 
tained on an vunsprinkled and not on 
a sprinkled risk. The absurdity of the 
case is very obvious. 

A practical illustration of the effect 
of the co-insurance clause was shown 
in an examination which I made of a 
lumberman’s property where the in- 
surance was split up into thirteen 
items. In case of a fire amounting to 
the sum of his insurance, he would 
have received the full amount on but 
two items. The other items ranged 
down to as low as $348 per $1,000 of 
loss. I rarely go into the examination 
of a loss that I do not find that the in- 
surance companies make from 10 to 
20 per cent. out of the co-insurance 
clause. 

Many persons never have a loss by 
fire and few experience more than one 
loss during the time they carry insur- 
auce. But when the fire does occur, 
the assured almost invariably becomes 
sort of dazed. He is thrown out of the 
usual routine of business and his first 
thought is to get a settlement as soon as 
possible. He thinks that his insurance 
agent, who has been insuring him for 
many years is a clever fellow and will 
see him through all right. He has 
been carrying insurance for perhaps 
forty years, during which time he 
has paid out in premiums nearly the 
entire value of his property and he 
assumed that the agent, who has 
always received his premiums so cour- 
teously, will settle the loss without 
friction and in full, as a matter of 


course. 
The matter is referred to adjusters 
for the companies and they work the 


party into an appraisal, which almost 
always results disastrously for the as- 
sured. I had a case in Chicago which 
shows how adjusters work these cases. 
My client had a loss of $3,600 which 
was settled by professional adjusters 
and appraisers for $2,000. The ad- 
juster said to this lady ‘‘I am employed 
by the insurance companies to look af- 
ter their interests and save them all 
I can and you will be glad if you get 
enough to patch your house cross- 
ways. I work for the party I repre- 
sent.”’ 

Another Chicago case was of a large 
paper company, where one of the 
cleverest adjusters in the city was em- 
ployed to adjust the loss. He first of- 
fered $7,600 in settlement of the loss 
on fixtures. This offer was refused 
and he finally raised his offer to $9,- 
900; again increased it to $10,123.71 
and finally paid, after much hard 
work on the part of the assured, the 
sum of $10,250; the difference between 
the first offer and final payment being 
36 per cent. 

In 1898 the Tossetti Restaurant 
burned. They were carrying $60,000 
insurance on it, but through a slight 
technical error in the form of the 
policy, the assured was able to collect 
bat $40,000. Had an expert been em- 
ployed to examine the policy prior to 
the fire, the defect would have been 
remedied. The one word ‘‘attached”’ 
having been omitted from the policy 
caused all the dissension and conse- 
quent loss to the assured of $20,000. 

A very interesting case showing the 
inconsistency of the co-insurance 
clause occurred in Providence, R. I., 
last year in the loss of the Eastern 
Coal Co. The fire occurred in the day 
time and the teams were out on the 
street delivering coal and were there- 
fore not included in the sound value 
of the property on the premises at the 
time of the fire. The assured saved 
thereby just $9,074.07. Had the fire 
occurred in the night or on Sunday or 
holiday, when the teams were on the 
premises, they would have been in- 
cluded in the sound value and the coal 
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company would have received $9,074.- 
07 less than it did. 

Two cases which I have assisted in 
adjusting recently show very interest- 
ing figures. Both firms had the co- 
insurance clause in their policies, as is 
evidenced by the difference between 
the amount of the agreed loss and 
damage and the amount actually paid 
in full settlement. 

In one case the insur- 
$44,750.00 


SRO ae POR Eran. ere err 28,008.09 
And the assured received 

i aicinrn thtgutnis Win teak iat 18,322.68 
In the other case, the in- 

surance was........... $165,000.00 
The agreed loss and dam- 

cs swan aback skbae 108,500.00 
And the assured received 

Dridii vekiba cabanas 72,333.34 


Fortunately for the latter firm, I 
had examined their insurance condi- 
tions about two years ago, but they 
failed to increase their insurance to 
the amount I advised and were there- 
fore caught by the co-insurance clause, 
as shown above. On one item, how- 
ever, they were carrying but $10,000 
under the old form. At my suggestion 
the form was so changed that this one 
item alone produced $46,074.76 at the 
time of the fire. 

In the majority of cases, where the 
assured are caught by the co-insurance 
clause, it is due to the absolute ignor- 
ance as to its actual meaning, and 
their consequent failure to carry suffi- 
cient insurance. On the other hand, 
many people are over-insured. This is 
an absolute waste of money, because 
they can collect but the value of their 
property, in case of total loss, no 
matter how much insurance they 
carry. I have in mind the case of the 
Erie Elevator of New Jersey, owned 
by D. O. Mills, Alexander E. Orr and 
others. They have been carrying 
$400,000 of insurance for about twenty 
years at an annual expense of $8,000. 
In case of total destruction, they could 
collect but $200,000. They have, there- 
fore, been paying out about $4,000 per 





annum on over-insurance. Recently 
they have been carrying but $337,000 
because there are not enough com- 
panies doing business to carry the full 
$400,000. 

The amount of money wasted each 
year by the merchants and manufac- 
turers of this country in insurance 
premiums is a matter which should 
have your careful consideration. The 
old adage, ‘‘A penny saved is a penny 
earned,’’ is a very good one, and if 
some plan can be formulated by which 
you can save millions of dollars, you 
should certainly use every effort to 
adopt that plan. 

I want to tell you that approxi- 
mately $10,000,000 are paid out annu- 
ally by the lumber trade of this country 
in fire insurance premiums. During 
the past twenty-seven years their 
annual loss account has been ap- 
proximately $1,300,000. In 1992, how- 
ever, it was $2,600,000. Estimating 
the average annual loss account at two 
millions and the premium payments 
at ten millions, we have eight millions 
of dollars annually used in expense 
and waste. This amounts, in ten 
years, including 5 per cent. compound 
interest, to $108,000,000. I have esti- 
mated, and I think within reason, 
that the National Manufacturers’ As- 
sociation can save not less than $4, Ovu, - 
000 annually by recognizing their 
power to insure themselves. 

I have gone over the insurance ques- 
tion with Mr. Parsons, the president 
of the National Piano Manufacturers’ 
Association, and we made up the fol- 
lowing approximate estimate. As- 
suming that there are one hundred 
piano manufacturers in the United 
States; that $200,000 is an average 
amount of insurance carried by each; 
that $15 is an average premium rate 
per thousand dollars of insurance 
carried, we have an average premium 
payment of $3,000 for each manufac- 
turer, or $30,000 in ten years. Adding 
compound interest at 5 per cent., we 
have an average amount paid out by 
each manufacturer in ten years of $39, - 
621, or $3,962,100 for one hundred 
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manufacturers. Mr. Parsons thinks 
that the loss account for the past ten 
years has not exceeded $1,000,000, 
leaving nearly $3,000,000 for expense 
and waste. The same amount of in- 
surance, $20,000,000, could be carried 
by inter-insurance for less than $1, 400, - 
000 in premiums, making a saving of 
about $1,500,000, or an average saving 
to each piano manufacturer of $15,- 
000 during the next ten years. 

In the printing and publishing 
trade, we have over twenty-two thou- 
sand establishments with capital 
amounting to $292,000,000 They em- 
ploy 162,000 wage earners and pay 
out $84,000,000 annually in wages. 
The value of the products is $347,000, - 
000. I think it would be within bounds 
to say that they carry approximately 
$200,000,000 of insurance and that a 
fair average rate of premium would 
be $15 per thousand or $3,000,000 paid 
out annually for fire insurance pre- 
miums. The best data obtainable on 
this class of property places the loss 
for the past eighteen years at $16, 400, - 
350, or an average loss of $3,000 to 
each establishment damaged by fire, 
so that we are safe in saying that $1,- 
000,000 would cover the annual loss 
account. This leaves $2,000,000 of the 
premium account to go to expense and 
waste. $300,000 would be ample for 


the legitimate expense account, leav-' 


ing a balance of $1,700,000 which could 
be saved annually by the printers and 
publishers of this country by inter-in. 
surance, or $17,000,000 in ten years, not 
including compound interest. 

Is this not a matter of such great 
importance as to require your most 
careful thought and consideration? 

In this country we carry more than 
twenty-three billion dollars of fire in- 
surance, and we pay out more than 
two hundred million dollars annually 
for fire insurance premiums. Out of 
these two hundred million dollars, 
fifty-six million are wasted in pay- 
ment of losses on bad moral hazard, 
which would be almost. entirely 


eliminated from my plan of insurance. 
Eighty-six millions are paid out an- 


nually on expense account, of which 
sixty-six millions are absolutely 
wasted. These two items make an 
annual waste of one hundred and 
twenty-two million dollars, or 61 per 
cent. of the premium account. There- 
fore, when I say that we can save 
from 50 to 75 per cent. of the pres- 
ent premium account, by recognizing 
the power the trade organizations 
have in themselves, I think I speak 
advisedly. Moreover, we would then 
have insurance that insures, instead 
of a mere speculation, as at present, 
as well as a material reduction in the 
rate of premiums. 

The power possessed by the manu- 
facturers of the United States to in- 
sure themselves is shown by the fact 
that in the year 1900 there were ten 
billions of dollars of capital used for 
manufacturing purposes. 

Nearly two and one-half billions 
were paid out for wages to over five 
million wage earners. The cost of 
materials used was over seven billion 
dollars and the value of products over 
thirteen billion. The increase in the 
value of products for the past twenty 
years has been four hundred million 
dollars annually, or a total of eight 
billion. 

All of this power we have in hand for 
inter-insurance, as against the small 
sum of two hundred million now used 
by the fire insurance companies. 

Under the present system, you give 
your money to the insurance agent to 
insure your property and he devotes: 

$0.24 of each dollar to that purpose. 

.28 of each dollar to bad moral haz- 
ard. 

.05 of each dollar to the stockholders 
of the companies. 

.438 of each dollar to personal ex- 
pense for trips to Europe, and Florida 
in the winters. 

One agent I know of in New England 
receives a net daily income of $150 
from his position as a dictator to the 
insured, and he will cancel your 
policies if you do not toe the mark. 

The only scientific insurance in the 
world today is that given by the New 
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England Factory Mutuals. The only 
trouble with them is that they have 
forty-one companies to do what one 
company should do. 

I have prepared tables which I 
should like to have filled out by all 
of the members of this association so 
that your secretary can get accurate 
figures as to the amounts paid out in 
premiums during the past twenty 
years by the printers of the country 
and the amount received on account 
of losses. He will take the totals from 
each table and thus make up a doc- 
ument which will be very powerful in 
the furtherance of better insurance 
conditions. It is only through in- 
dividual effort that this information 
can be obtained by your secretary, 
who will treat the information given 
in strictest confidence and use only the 
totals to make up the final statement. 


Mr. Macintyre received re- 

ports from 38 printing 

firms in Philadelphia 

showing that they had 

paid out during an aver- 

age period of ten years. . $241,957.50 
For premiums for fire in- 

surance. The compound 


interest at 5 per cent. 
would amount to (ap- 


proximately) ........... 77,596.07 


$319,553.57 





Making a totalof......... 

These 38 firms had suffered 
12 losses aggregating 

Or $21,000 less than the 
compound interest on 
their premiums. 

Mr. Macintyre will probably send 
each member of the United Typothetae 
a blank table to fill out, and if you 
will dig out your old books and send 
him the amount of insurance pre- 
miums paid for the past 20 years—with 
a list of fires and amount received in 
payment of losses—he will produce a 
table to return to you from the 
totals of all the reports that will be 
of great value and importance to 
you. 

The above statement discloses the 
fact that if the firms above mentioned 
had placed their premium money at 
5 per cent. compound interest instead 
of paying it to the insurance com- 
panies, they would now have $241,- 
957.50 on hand besides $21,000 of the 
interest money. 


56,598.82 





A BOSTON 


PRINTING LOSS AND HOW IT WAS ADJUSTED. 








THE ASSURED’S SIDE OF A Loss AS SEEN BY THE EDITOR. 








The editor of the Journal recently 
had an opportunity to look at the fire 
insurance situation from a new point 
of view, namely, that of the insured 
while a loss was in the process of ad- 
justment, and we certainly hope that 
the amount of friction encountered 
in this case between the policyholder 
and the adjusters is not typical of all 
losses. 

A printing office in Boston recently 
suffered fire damage. The proprietor, 


with a view to facilitating adjustment, 
and in order that he might resume 
business as soon as possible, made up 
immediately after the fire a complete 
schedule of every article damaged 
and the estimated loss thereon. When 





the adjusters called, the insured (with 
whom the editor has long been ac; 
quainted and in whose integrity he 
has as much confidence as in that of 
the reputable companies insuring him) 
offered this schedule, requesting them 
to take it up with him item by item, 
for the purpose of getting at the ex- 
act loss. 

The adjusters declined to approach 
the settlement in this way, stating 
as a reason that they were not suffi- 
ciently familiar with printing to do 
so, and would require an independent 
valuation by printing experts selected 
by them. 

Pending this valuation, the printer 
asked the adjustment committee if he 
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could clean up his shop, remove some 
of the damaged goods, and resume 
business without waiting for final 
adjustment. Consent to this was 
given. 

Then followed conferences between 
the insured and the adjusters in re- 
lation to sound values. At first the 
adjusters suggested a 10 per cent. 
basis for depreciation. When it was 
found, however, that the insurance 
was considerably less than the sound 
value and that the co-insurance clause 
would apply, they suggested that the 
rate of depreciation should be five per 
cent., with the thought in mind, per- 
haps, that with an increased sound 
value the insured’s proportionate con- 
tribution would be larger. This ap- 
parent inconsistency naturally an- 
gered the insured and led him to 
regard the co-insurance clause as an 
unfair underwriting proposition. 

Owing to the fact that he had ad- 
justments in other parts of New 
England, the chairman of the commit- 
tee could not give this very consider- 
able loss the attention which it de- 
served. As a consequence there was 
a delay of several weeks before the 
printing expert employed by the com- 
panies was sent to make an appraisal 
of the sound value and loss. When 
his estimates were completed the 
sound value was much higher than 
that claimed by the owner, the loss 
much less. 

It seems also that the appraiser was 
instructed by the adjustment commit- 
tee to allow loss only on those dam- 
aged articles which could be seen, re- 
gardless of the fact that it had per- 
mitted the removal of damaged articles 
and many evidences of actual loss. 
Again the insured gained an unpleas- 
ant impression as to the intentions of 
the adjusters. 

Another point which helped to 
create friction was an apparent at- 
tempt to force the insured into an ap- 
praisal under the arbitration clause, 
before any really serious effort had 
been made to adjust the loss without 
doing so. The insured had prepared a 


schedule of loss carefully detailed and 
estimated. He felt that this was a 
good basis to work on. When the ad- 
justers threw this out as a working 
basis, he gained the impression that 
the committee had entered upon the 
adjustment with a definite purpose to 
appeal at once to the arbitration clause 
and not to adjust the loss in any other 
way. 

After some weeks’ delay the com- 
mittee offered to settle the loss for 
much less than claimed by the in- 
sured, who then began to put some 
very pointed and searching questions 
to his friend, the editor of the Journal, 
asking if he would give publicity 
to the facts. The editor consented, 
reserving the right to submit the mat- 
ter to the adjusters interested, in 
order that their side of the case might 
be published at the sametime. He 
thereupon informed the chairman of 
the adjustment committee of the com- 
plaints and asked for his side of the 
case, but the matter never got beyond 
this point, the loss being adjusted by 
a compromise with the insured at a 
figure larger than that originally 
offered. The insured, however, is still 
convinced that he has been deprived 
of part of what was honestly due him, 
and thinks that he was only enabled 
to obtain more than the companies 
offered on account of the threatened 
publicity. 

We have presented these facts as 
they have come to us through a 
chance friendly interest, and offer 
them in the hope that they may con- 
tribute towards improvement in the 
methods of adjustment. It is the first 
case of the kind with which we have 
come in actual contact, and it may be 
true that our sympathies are more 
keenly aroused than if we were in the 
habit of meeting them every day. 
But if this is the kind of misunder- 
standing which occurs every time 
there is a loss if is hardly to be 
wondered that we find constant re- 
sentment against fire insurance prac- 
tice. When the insured has a loss 
then is the time he should receive the 








feo a) 














Journal of Insurance Economics. 





151 








must generous and considerate treat- 
ment from the companies. 

We know that adjusters for the com- 
panies are sometimes suspicious that 
the insured is claiming more than his 
actual loss. During our several talks 
with the printer concerned it was re- 
peatedly suggested that perhaps he had 
set his claim too high, higher than 
was really justified, and that this fact 
stood in the way of the adjusters. He 
as often said that he had not reached 
a rough off-hand conclusion, but had 
carefully scheduled each item of loss 
which he offered to the adjusters as a 
basis to work on. 

During the course of the adjustment 
the insured sought the advice of one 
J.G. Warner of New York, who acts 
as confidential counsel for property- 
owners regarding their insurance, 
both in placing it and in the adjust- 
ment of losses. As an outcome, Mr. 
Warner was invited to deliver an ad- 
dress on insurance before the United 
Typothete of America at its recent 
annual convention in St. Louis. The 
paper which he read is published else- 
where. 

As a result of this misunderstanding 
with the adjusters on the Boston loss 
(a loss which might just as well have 
been settled amicably) the United 
Typothete, an organization covering 
the big printing offices throughout the 
country, has been needlessly stirred 
to resentment against fire insurance 
practices, has teen led to condemn 
the co-insurance clause when it should 
approve it, and to regard the insur- 
ance companies as enemies when they 
should look upon them as friends. 

We have told the story of this loss 
as it came to our attention, because 
we know the studious readers of the 
Journal will understand the motive 
and appreciate the purpose. We wish 
to have fire insurance companies 
honored and respected by property- 
owners. We want to see the insured 
fairly treated and losses generously 
and justly settled. Insurance com- 
panies are passing through a period 
when there is perhaps a temptation 








on the part of some to save at the ex- 
pense of justice; but this ought not to 
be. 

Insurance is a commodity which 
property-owners must have, but they 
must have it on reasonable terms, or 
else, ina spirit of just resentment, 
they will Gevise some other means of 
procuring indemnity. The extensive 
organization now prevailing in all 
trades makes the threat of such sub- 
stitution no longer without force. A 
close observer of current events does 
not need to be told that these national 
organizations are directing special at- 


tention to the insurance question, and 
with the means placed at their com- 
mand, their influence on the situation 
will be very different from that ex- 
erted by the isolated investigations of 
individual property-owners or local 
bodies. 


HAND-BOOK OF FIRE PROTECTION. 


One of the most complete and valuable fire in- 
surance publications printed, has just been re- 
ceived from the press of The Standard Pub- 
lishing Co., Boston. It is called the ** Hand- 
Book of Fire Protection for Improved Risks,’’ 
edited by KE. U. Crosby and Henry A. Fiske, 
whose names in connection with a publication 
of this description are a sufficient guarantee that 
great care has been exercised in the matter com- 
piled and presented. 

It isa complete reference book for all corre- 
lated questions of fire protection, treating each 
in sufficient detail to satisfy either the expert 
or novice. The subjects included range from 
construction to fire doors, automatic sprinklers, 
thermostats and all features or devices designed 
to reduce the chances of loss by fire. The book 
is copiously illustrated, and contains in addition 
many interesting facts in regard to fire inspec- 
tion, watchman service, hazards of heating and 
lighting, and other factors of value and im- 
portance to the student of fire protection. 

It isa book available alike for agents, field 
men and home office officials and employees. 
Indeed, there is no one having an intelligent in- 
terest in the business who cannot study this 
publication to his own advantage. It is com- 
prised of 364 pages, handsomely bound in 
leather. Price $3.00. Address Standard Pub- 
lishing Co., 60 India street, Boston, Mass. 





RISKS OF EXPLOSION. 


We have received from the _ publishers, 
Charles Griffin & Co. of London, a copy of a 
valuable publication entitled “ Fire and Explo- 
sion Risks” by Dr. von Swartz and translated 
from the German by Charles E. C. Salter. It is 
a handbook dealing with the protection, inves- 
tigation and prevention of dangers arising from 
fires and explosions, and appears to deal very 
exhaustively with the many branches of the 
subject—the forms of explosion, why explo- 
sions occur, what explosive substances are and 
what precautions are necessary in order to pre- 
vent explosions. Considerable detailed descrip- 
tion regarding the explosive hazard of various 
risks and materials is included and the whole is 
designed particularly for fire insurance officials. 
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HOME’S POSITION IN RELATION TO THE YONKERS INJUNCTION. 





Since the famous Yonkers decision 
and the action of the National Agency 
Association thereon, nothing has so 
aroused the interest of insurance men 
in the problem ‘‘who owns the busi- 
ness’’ as the recently published state- 
ment of the Home Insurance Com- 
pany of New York outlining its posi- 
tion on this question. 

The circumstances of the case are 
that an agent of the company at Hills- 
dale, Mich., wrote the officers of the 
Home stating that in view of the 
Yonkers injunction he desired to stamp 
on each daily report a statement to 
the effect that the agent should ‘‘re- 
tain for himself the assignable right 
to solicit the renewal thereof.’’ Ad- 
ditional interest was attached to this 
inquiry in view of the fact that a 
prominent agent at Jamestown, N. Y., 
representing ten leading companies, 
had for some months been stamping 
a similar clause upon all daily reports 
sent out from that office. 

In its reply to this suggestion the 
company does not specifically deny the 
right of the agent to so stamp his 
daily reports, but suggests that it is 
(1) inexpedient to do so because the 
agent could not bind the risk until 
the daily report by the terms of the 
clause had been ‘‘tendered’’ to the 
company and accepted by it; and (2) 
unnecessary because of the company’s 
defined position on the ownership of 
the business, that position being as 
follows: 

That the business belongs to who- 
ever can hold it without invoking 
either the law or any undue measures. 
That in many cases the property- 
owner places the insurance in the 
hands of the agent, leaving the selec- 
tion of the companies entirely to him; 
that in other cases the company is 
specified by the property-owner. In 
the former case the agent would un- 
doubtedly control; in the latter, the 
company. Regret is expressed that the 
Yonkers injunction should have gone 





so far and grave doubts entertained if 
the decision will be upheld in the 
higher courts. 

The Home’s statement seems to be 
in harmony with the principles of 
control editorially outlined in the 
Journal of Insurance Economics in 
the issue of September, 1901: 

It is a question whether it is either necessary 
or expedient for the National Association or 
any State Association of agents to declare that 
the business belongs to the agent. The propo- 
sition is entirely one of fact and not of assertion. 
The business belongs to those who control it, 
not by virtue of any title they possess or by any 
position they occupy, but entirely by virtue of 
their business capacity. Under existing condi- 
tions in the agency field, where itis the rule 
rather than the exception for an agent to repre- 
sent more than one company, it is in almost 
every instance true that the business is given to 
the agent by the insured, to be placed as his 
judgment dictates. The property-owner has no 
choice in the matter and does not express any 
preference except that the indemnity furnished 
shall be sound and secure. 

When it comes to a question between the com- 
pany and the agent as to who owns the business, 
it is, as we have said,a matter of fact as to 
which can control and hold the risk at equal 
rates. If the agent cannot hold it without 
cutting, it belongs to the company. But if the 
company can only take the business away from 
the agent by cutting the rate, then it simply 
admits that, given an equality of opportunity, it 
cannot control the business and therefore does 
not ownit. The agent does not hold the busi- 
ness merely because he has the title of agent, 
but because he has the confidence of his client. 
A resolution by the National Association, stat- 
ing that the business belongs to the agent, 
would not be sound as an assertion of broad 
principles, only in so far asit applied to the 
actual facts. In the majority of cases, the facts 
show that the agent controls the business and 
that this is recognized by companies in their re- 
lations to the field force. 

The acceptance by any company of 
the declaration that the business be- 
longs to whoever Can control it at 
equal rates, practically places it in 
control of the agent under the pres- 
ent system of underwriting, for the 
agent, being on the ground and pro- 
tected against rate cutting, can in 
ninety-nine times out of a hundred hold 
the confidence of his client against the 


competition of the company. 
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PRESENT STATUS OF SICKNESS INSURANCE IN AMERICA. 





WRITTEN FOR THE JOURNAL OF INSURANCE Economics By R. S. KEELor, M. D. 


Those who have. been keeping in 
close touch with the discussion of 
sickness insurance in the United 
States during the past twelve months 
will recall that it has been very gen- 
erally recognized that the business 
has not been profitable, and that in 
its handling the companies have 
encountered drawbacks for which per- 
fectly satisfactory remedies have not 
seemed to be available, but if the gen- 
eral subject is carefully considered 
from the standpoint of present knowl- 
edge, the underlying causes from 
which these conditions have resulted 
do not appear to have been generally 
recognized and appreciated. 

Mortality tables exhibit one of the 
results of illness and the figures deal- 
ing relatively with different diseases, 
ages and occupations are therefore an 
indication of the amount of sickness 
from such diseases and involving the 
respective ages and occupations. The 
statistics gathered from the Registra- 
tion Area of the United States by the 
Census Bureau and some of the earlier 
reports of the Bureau of Labor, 
notably in Michigan and in some of 
the New England states, are partic- 
ularly instructive along this line of 
inquiry, and by a careful grouping of 
information thus obtained, and tested 
by the experience of such American 
Relief organizations as were accessible, 
I was able to frame a temporary table 
of invalidity to which attention was 
called at the Underwriters’ Convention 
at Thousand Islands in July, 1903. I 
quote from wha was then stated as a 
result of my investigations up to that 
time: 

Statistics show, however, that the average 
period of invalidity increases steadily with age, 
and when itis considered that the average age 
of the policyholders as respects these higher 
priced policies will be upwards of forty years, 
the sufficiency of present rates may be seriously 
questioned, and I think that the experience of 


any of the companies will show loss ratios to 
earned premiums that will confirm what I have 





stated. I have compiled some statistics respect- 
ing the average invalidity of the individual for 
different ages, and ask you to note that at differ- 
ent ages the average invalidity, expressed in 
decimals, representing weeks and parts of weeks, 
is as follows: 


Ages Ages 

20 .ccccce cece eee .83 45 .ccccccccccce 1.49 
2. ccccee soccce 87 GO ccccccccccese 1.96 
30 .ccce oe coccce 91 BS ccccccecccces 2.60 
BB. coccce cccce e -98 GO cccccccce ccooe 4.16 


1.18 


40 *eeeeee ceeeee 


It was not intended that the figures 
above given should be understood as 
representing an actual experience, be- 
cause the table was theoretically con- 
structed, but I had very good reason 
for believing that these figures did not 
make matters worse than they would 
untimately be found to be, and I was 
quite sure of being very near to the 
facts as respects the variation in sick- 
ness according to age. Since these 
figures were given out at the Thou- 
sand Islands Convention, the Spectator 
Company has published some tables 
prepared by Mr. Harvey and based 
upon the experience of the Manchester 
Unity of Odd Fellows, which at least 
tend to confirm my conclusions as re- 
spects the variation that occurs where 
different ages are considered, and until 
we shall have acquired an actual ex- 
perience of our own, these tables of 
English experience may at least sug- 
gest an approximate scheme to take 
the place of the present unscientific 
method of underwriting sickness in- 
surance, because there can be no 
doubt that eventually underwriters in 
this branch of the business must deal 
with questions of age, occupation and 
personal habits as life underwriters 
are obliged to deal with them. 

It is now accepted as a fact among 
actuaries that the duration of life is 
increasing, and it is shown by a study 
of the tables prepared by life insur- 
ance companies that the deaths of 
persons over forty-five years of age 
from alcoholism, cancer, tuberculosis, 
diabetes, apoplexy, diseases of the 
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heart and blood vessels and of the 
respiratory and digestive organs, and 
of the kidneys, constitute considerably 
more than 50 per cent. of all such 
deaths, and in fact deaths from some 
of these causes, in spite of sanitary 
progress, have increased at such a rate 
as to cause serious misgivings for the 
future. In the City of New York, for 
instance, the death rate from cancer 
and from diseases of the kidneys has 
doubled in thirty years, and a study 
of the vital statistics of any large city 
will show that in many respects the 
saving of life among the young by the 
partial suppression of contagious and 
septic diseases tends to be counter- 
balanced by an increased mortality 
after middle life from diseases depend- 
ing more on personal habits than on 
external causes. 

The New York Medical Journal re- 
cently published a statement to the 
effect that in the last nine years there 
have been 51,000 alcoholic patients at 
Bellevue Hospital, not counting the 
repeaters. Of this number, 66 per 
cent. were between thirty and forty- 
nine years of age and the statement 
was also made that as a result of in- 
vestigations conducted in the hospital, 
it was found that 75 per cent. of all 
chronic alcoholics have fatty de- 
generation of the liver, many have 
brown atrophy of the heart, and that 
the kidneys are never normal. Fifty 
per cent. of the entire numter ex- 
amined were found to have gastritis. 

These figures are interesting because 
the extent to which they must neces- 
sarily influence results in sickness 
underwriting are not appreciated by a 
majority of those who are engaged in 
the business. There are, however, 
many other matters pertaining to 
personal history and physical risk 
that sooner or later must be reckoned 
with in sickness underwriting. Thus, 
it may be said that young lightweights 
are bad risks because of the liability 
to tuberculosis and because of slow 
recovery in the event of _ illness. 
Lightweights who have passed middle 
life are better than the younger risks, 








there being more truth than jest in 
the suggestion that they do not die 
but dry up and blowaway. Young 
over-weights are less objectionable 
than older persons who are over- 
weight. In young adults, over-weight 
may be merely an expression of hyper- 
nutrition, but in older persons, the 
obesity is due to deficient oxidation— 
that is to say, there is too much fuel 
or too little draft, or defective flues— 
they eat and drink too much and take 
too little exercise, and as a conse- 
quence, the tissues, vessels and or- 
gans undergo degeneration of a fatty 
nature, and these individuals eventual- 
ly succumb to a chronic disease of 
some special organ. 

The percentage of persons in any 
community who may have suffered 
from appendicitis, whether recognized 
or not, is much larger than the under- 
writer is likely to suppose, and if a 
careful selection of risks is to be made, 
it is therefore important that careful 
inquiry should be made along lines 
that will develop the personal history 
as respects the possible existence of 
trouble in this direction. Many cases 
have but one attack, dying promptly 
or recovering completely without a 
recurrence. When recurrence does 
take place, it happens within two 
years after the first attack. Asa rule, 
the risk after two years is not ap- 
preciably greater than in the general 
population. If, however, there has 
been more than one attack, the danger 
is greatly increased, and a case should 
not be accepted unconditionally until 
at least five years have elapsed since 
the last attack. If the appendix has 
been removed by simple operation, 
uncomplicated and without drainage, 
the individual can be accepted under 
a sickness poilcy within a few months, 
if not over-weight, and if there is no 
evidence of ventral hernia. If drain- 
age was used, it is unwise to accept 
the risk within a year. 

The importance of knowing some- 
thing about the actual condition of 
the ciculatory organs and blood ves- 
sels, particularly with respect to ad- 
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vancing age, cannot be over-estimated. 
In the course of preparation for a 
paper upon Invalidity and Sickness 
Insurance, which I had the honor to 
read before the Portland Convention, 
it was developed that in the medical 
examinations for military service dur- 
ing the War of the Rebellion, the 
effects of disease upon the circulatory 
system increased in direct proportion 
to the ages of persons examined, the 
following figures showing the number 
rejected because of the effects of 
disease upon the circulatory system in 
each one thousand of persons ex- 
amined: 
Rejected in 


Every 1,000 
Examined. 


23.500 
36.201 
44.826 


20 to 25 years. cccccccsccceccccce 
25 to 30 yea4rs. socese seccce coccce 
30 tO 35 Years. coccee soccer ccccce 
Bd to 40 YeaTS..ccccecccccccecees J1.391 
40— 58.101 


In reviewing the experience of The 
Philadelphia Casualty Company since 
it began writing sickness insurance, 
we have not been able to establish by 
any figures, the proposition that in- 
validity increases with age, because 
the policies issued by this company 
have excluded many of the diseases 
that naturally come with increasing 
age. The company has issued two 
policies, one known as the ‘Quaker 
City Policy,’’ covering only acute dis- 
eases; the other covering thirty named 
diseases, and the following table shows 
the number of days, in decimals, per 
individual insured, of sickness result- 
ing from the several causes named, in 
a period of twelve months, the name 
of the disease appearing in the left 
hand column, the days of sickness 
from such disease under the ‘‘Quaker 
City Policy’’ appearing in the second 
column and the number of days sick- 
ness from the same disease under the 
‘‘Limited Policy’’ appearing in the 
third or right hand column. The fig- 
ures represent the total days of sick- 
ness without respect to any period of 
confinement in the house, and it will 
therefore be obvious that under a 
policy paying indemnity only while 
confined in the house, the average of 


sickness in the year, per individual 
insured, would be somewhat less than 
appears in these figures: 


Q. C L. P. 
ADBCERE cocces coccce coccce 132 018 
AGOnltls .ccccccccvcccesccs 027 -0033 
Alcoholism ..cees seccccce eoce -0042 
Angina Pectoris.........- coce 0014 
Apoplexy .cacee coccce cece coee 014 
Aponte ccceee c0eces 310 .134 
ASTRA coccce coccce coccce 0303 0015 
DOROOROEE oc 2 ck0ccs sconces -0027 0035 
BON ccccce cecess ceccce cose sone .0042 
Inflam. of Bowels .......- 145 020 
Disease of Brain...... 00+ coce -012 
Bronchitis .cccce coccccces 231 255 
Carbuncle .occee coccce coce 133 -106 
Catarrh .occos soccce coccce cece 007 
Cellulitis .cccce coccce coves cece seen 
Chicken Pox.cccce coccce oe econ .0077 
Cholera Morbus...... sess 0184 0066 
COPryZ ccccce vecces coccess cove -009 
Conjunctivitis ....0. seeeee 0158 018 
Cystitis. cocces cocces coccce 034 -008 
Diabetes .coce ceoccce seccce cove 025 
Diphtheria ...c0s seccesees coce 017 
Dropsy ccccce coccce ccccecs cece cece 
ECZOMB coccce cocces coccee cece 005 
Dysentery ..ccces coccsecs 018 005 
Erysipelas ..csecees sovces 085 -085 
Embolism .cccce coccccccece esee 0021 
Catarrhal Fever..ccseseee 023 -0025 
Malarial Fever..ceoe secces 118 -068 
Scarlet Fever..ccosccccess coos -0056 
Typhoid Fever.......s..- -788 581 
Inf. Of Foot.cccesccccsces cece -0007 
Gangrene. ceccesccccscccce cece cece 
Hemorrhage wooo secceesss 055 -0007 
Hemorrhoids ...00. sesees- .08Y 0014 
Dilatation of Heart....... cece -007 
Heat Exhaustion........+. cove 0023 
Harpes coccce cocces cocece cece -0014 
HIVES coccce coccce coccccce cece cove 
Tnfluensiccccee coccceccces 911 098 
Tritis ..cccccee soccce socces osee 008 
Itch cccce coccce coccce cece eoce -009 
JAUNAICE . cocces ceccceccce -130 043 
Laryngitis ... .eccce seocce 332 0046 
Dis. of Liver .ccoos cocccece 051 -006- 
Locomotor Ataxia........ eeee 011 
Congestion of Lungs...... cece 012 
Measles ccccce coccces coccece 0804 035 


Cerb. Spi. Meningitis ..... esce 014 


MUMS ccccce cocce. coccece cece .028 
MOCTOSIS . 00000 ccccce cocccs cove cove 
Nephritis ...c0. seccee -cee 0092 009 
Dis. of Nervous System... soee 016 
Neuralgia ...c0s seccce cece coce 014 
Orchitis .cccec ccccee coccce cece .004 
Otitis ccccccee coccce coccce eoee -0021 
Paralysis . .ccccs scccesccee coce -102 
Perlostitis .cccescseccee ccc 018 .0013 
Peritonitis .ccccee secccess O54 -065 
Pharyngitis ..cces secccess 014 -002 
Phthisis .cccce coccee seccce cece .018 
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Ptomain Poisoning. ...es. 


.046 cece 
Pleurisy . .cccce coccceccce 059 125 
Pneumonia ...ccocs cocces .275 445 
Dis. of Prostrate.......- e ese cece 
Retinitis..ccce cocceccocece oe -002 
TEROUMIRRIOM 0.060000 cccces O71 035 
Rhus Poisoning ........0- 0035 
BOPRUIDE ccccce cccscccese coos 0014 
Sorofala .cccocs cocccccces cece 
Septicaemia .occce cocccece see 007 
Dis. Of Skiticcccosccccesce coe -0042 
Ee 130 -025 
Dis. of Spleen....oe seccee coos 0014 
Dis. of Stomach.......e ° 273 -0105 
Synovitis . .ccces coccceccce cone .0100 
Tonsillitis .cccce seccce cove 183 049 
TYIPONUS cccces cocces cose eene -0067 
UPROAR ccccce c0sces covcse voce -00385 
Varicose VeinS...cece cece: occ 0094 


I have examined specimens of all of 
the policies issued by other companies 
and have also given some attention to 
their loss ratios as published in official 
reports. As a result of such compar- 
ison as has been possible under these 
circumstances, Iam satisfied that the 
figures above given are not very far 
from what will be found as a result of 
a more extended experience with re- 





spect to disability from the diseases 
named. 

It would therefore seem to be pos- 
sible to frame a policy covering certain 
diseases only, with the expectation 
that the experience upon such policy 
will not differ materially from the 
figures which may be derived from 
the averages above given, and the 
sickness cost of such a policy can 
therefore be determined with reason- 
able accuracy so that proper premium 
can be charged for it. If such a policy 
is put upon the market with literature 
that cannot possibly mislead those 
who purchase the policies, and if, 
particularly, the policyholder is made 
an interested party to the giving of 
prompt notice, so that the company 
shall have an opportunity for medical 
examination at a time when such ex- 
amination will enable it to exclude 
cases that are not properly covered by 
the policy, the objections heretofore 
made to the limited policy will largely, 
if not entirely, disappear. 





DOWNFALL OF THE AMERICAN LEGION OF HONOR. 








CONTRIBUTED TO THE JOURNAL OF INSURANCE ECONOMICS. 








For some years it has been con- 
sidered inevitable that the American 
Legion of Honor should terminate in 
a receivership. The expected has 
happened and Henry A. Wyman has 
been made permanent receiver by the 
supreme judicial court. Since 1896 
this fraternal has had a membership 
made up almost wholly of impaired 
lives, consequent upon the general 
exodus of good risks from the order 
during the preceding half a dozen 
years. 

The American Legion of Honor was 
incorporated under Massachusetts laws 
in 1879, and was one of the old time 
fraternal beneficiary corporations op- 
erating on the assessment plan. It 
transacted a flourishing business in 
many states, reaching high water 
mark of prosperity in {1890 with a 
membership of 62,574. As the age of 








the members increased the assess- 
ments grew in number and the dis- 
satisfaction at this caused a falling off 
in membership. 

The managers of the order soon be- 
came aware of the the inherent weak- 
ness of the method they were operat- 
ing upon and sought to avert the 
troubles of the future by several ex- 
pedients. The Legion of Honor was 
the first fraternal order to establish an 
emergency fund but the defects of the 
law at that time prevented them from 
accumulating funds of any consider- 
able size. When the officials sought 
from the legislature permission to en- 
large the emergency fund, other fra- 
ternal orders succeeded in preventing 
any change in the law. One of the 
mistakes early made by fraternal 
orders was in issuing certificates for a 
large death benefit. In the case of 
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the Legion of Honor, the promised 
death benefit was $5,000. Later when 
the supreme council reduced this, first 
to $3,000 and then to $2,000, claimants 
brought suit for the full amount and 
in many cases were successsful in the 
courts. The present liabilities of the 
order are uncertain owing to the 
number of cases still pending in the 
courts. 

In June of the present year the 
managers applied to the insurance 
commissioner for permission to draw 
upon the emergency fund in the hands 
of the state treasurer. The statement 
which they furnished him showed 
total assets of $456,754, with matured 
liabilities of $147,154, which left an 
apparent balance of $309,800. Against 
this, however, were unmatured lia- 
bilities of $320,000, making a deficit, 
according to the insurance depart- 
ment, of about $10,000. 

The insurancecommissioner, through 
the attorney general, asked for the ap- 
pointment of a permanent receiver on 
the ground the condition of the order 
is such as to render the future prosecu- 
tion of its business hazardous to the 
public. 

The downfall of the Legion of Honor 
is due entirely to the unscientific basis 
which the fraternal orders have 
hitherto operated upon. No criticism 
or reflection is made upon the officials 
of the order and they did not oppose 
the application for receivership. Most 
fraternal men today recognize the 
mistakes of the past and many of them 
are earnestly striving to retrieve 
them. In a majority of the orders 
there is still enough of the reactionary 
element left to make the task of 
the progressive workers a difficult 
one. 

This was shown during the recent 
session of the Massachusetts legis- 
‘lature. A proposal was made to the 
insurance committee to formulate a 
law which would provide for the 
valuation of the liabilities of the 
fraternal orders which are under the 
jurisdiction of this commonwealth. 
The preparation of a bill to enact such 


a law was successfully opposed by 
representatives of influential fraternal 
orders. 

It is significant to note that the op- 
ponents of such a law are issuing 
benefit certificates today at rates below 
those required by the National Fra- 
ternal Congress Mortality Tables. The 
failure of the American Legion of 
Honor is an unpleasant notice to these 
gentlemen to get their own houses in 
order lest the next storm may uproot 
them. 





THE FIELD OF UNINSURED. 


In the May number of the Journal 
we presented an article by John M. 
Holcombe showing how large the field 
for the placing of new insurance, and 
how inappropriate the arguments often 
advanced by unindustrious agents re- 
garding exhaustion of territory. 

In a recent number of the ‘‘Security 
Agent’’ we find the following inter- 
esting presentation along the same 
line: 

In any population of 10,000 people there are 
2,000 families. This is the general estimate. In 
each family one or more persons are earning a 
living, on an average representing $15 a 
week. In addition to these 2,000 individuals 
in 10,000 earning a living, there are 500 more 
young men and women who earn from $3 
to $10 a week. So that we have about 
one-quarter of any population receiving in- 
come. 

Now, how many of these 2,500 in 10,000 are 
already insured? We can fortunately arrive at 
a fair estimate. It is safe to decide that, in- 
cluding the smaller policies of industrial insur- 
ance, a little more than one-half of all the in- 
surable people are already insured. Suppose 
we say, for the sake of being on the safe side, 
that two-thirds of the insurable population are 
already insured. Then we have in any popula- 
tion of 10,000 a little more than 890 or about 
1,000 who can still be written. If your terri- 
tory contains 20,000 people, then you have 2,000 
to work upon. If it contains 40,000 people then 
you have 4,000 men and women who can afford 
to carry insurance. This is fallow ground 
enough to occupy the time of any insurance 
farmer who works a good deep subsoil plough 
a while. 


This looks as though there was 
plenty of business in sight for the man 
who takes the time to look for it and 
has the industry to search out the 
channels of the least resistance. 





158 





Journal of Insurance Economics. 








INCREASING GOVERNMENTAL TAXATION OF LIFE INSURANCE. 





Some Suggestions as to the Policyholder’s Interest in This Problem. 


We find among life underwriters 
a pronounced purpose to take up 
with seriousness the taxation problem, 
and note with particular interest that 
so great a company as the Mutual Life 
has inaugurated a systematic educa- 
tional campaign upon this question. 
We know that in this work it will re- 
ceive the earnest support and applause 
of other companies, the officers of 
which in many cases are convinced 
that the time has come when the 
policyholders in their companies 
should be carefully informed as to the 
serious menace of excessive taxation. 

The life companies of the country 
can probably convert public opinion 
on insurance taxation if they will 
properly utilize the great force they 
possess through the medium of their 
policyholders; not with any design to 
escape a proper and just system of 
taxation and an equal sharing of the 
responsibilities and burdens of gov- 
ernment, but to prevent any errors in 
regard to the fundamental purposes 
of life insurance and the importance 
of treating it with just consideration 
for the peculiar benefits which it con- 
fers upon mankind, tending probably, 
more than any one factor in social 
and economic life to bring into being 
real taxable property and to decrease 
the want and poverty which would 
otherwise become a tax upon the 
community. 

Every tax levied upon life insur- 
ance companies is a direct tax upon 
the people who pay the premiums in a 
mutual company. The great bulk of 
insurance done today is upon that 
plan, the members of each company 
participating in the costs and the 
burdens of doing business. Taxation 
increases the expense, it decreases the 
return premiums to policyholders, and 
therefore directly increases the ‘‘net 
cost’’ of the insurance. A tax on in- 


surance companies is not a tax on 
corporations in the ordinary sense of 


the word, buta tax upon individual 
premium payers pure and simple, jast 
as a tax on savings banks would be an 
added expense and burden to the peo- 
ple who deposit their savings in those 
institutions for safe keeping. 

When the policyholder takes out in- 
surance to protect his family against 
want in case of his death, he desires to 
obtain this protection at the lowest 
possible cost, and it is a benefit to the 
state and to society for him to do so. 
Under the circumstances, perhaps the 
policyholder, when he understands 
these facts, will no longer permit 
the state to impose increasing tax 
burdens upon him without a strong 
protest. Indeed a united protest of this 
kind seems only necessary in order to 
dispose effectually and permanently of 
the serious menace of excessive tax- 
ation on mutual companies. 

We have dealt here with the ques- 
tion of mutual insurance. There is, 
of course, a difficulty facing us in any 
educational movement on this tax 
question. The insurance field is open 
to the exploitation of those who enter 
it for the money they can make; 
who form stock companies, sell insur- 
ance at flat rates and consume the 
profits themselves. We should not 
advocate any general rule of taxation 
which would make the field of invest- 
ment in life insurance for business ex- 
ploitation any more attractive than it 
is. Those who go into life insurance 
for the purpose of making money are 
rightly subject to special taxation, but 
all companies which do business upon 
the mutual principle, whether they 
have a nominal capital stock or not, 
or whether they do business on the 
fraternal or legal reserve basis, should 
not be taxed by the state for more 
than enough to cover the cost of 
supervision. 

To consider mutual life insurance, 
whatever its form, as a proper subject 
for taxation to pay the increasing ex- 
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penses of state government is a mis- 
take, and yet it is perfectly true that 
legislatures, looking about today for 
new subjects of taxation, imbued with 
the anti-corporation spirit and a feel- 
ing that the people will stand for any 
tax upon any kind of an organization 
which bears the form of a corporation, 
are imposing to un increasing degree 
direct burdens upon the holders of 
mutual policies which they should 
not be called upon to bear and which 
they might prevent, if they would but 
make their voice heard. 

If the state levies a small tax upon 
mutual life insurance corporations 
sufficient to cover the cost of super- 
vision, we believe it has gone as far 
as it should. If it should treat pure 
stock life insurance companies which 
do business for the benefit of stock- 
holders alone as it treats other cor- 
porations of a similar description there 
could be no objection. . Beyond this 
point the state should not go in the 
taxation of life companies. 


A NOVEL NEW CONTRACT. 


In many ways American life insurance com- 
panies are seeking to adapt their contracts to an 
increasing number of contingencies. One of 
them, the Pacific Mutual of San Francisco, has 
recently broadened its life contracts to cover 
permanent disability. By the terms of this 
policy, if the insured suffers permanent disabil- 
ity, the payment of premium stops and the face 
of the policy becomes payable to the insured in 
ten equal annual installments. Here we find 
another interesting attempt to increase the flex- 
ibility of the life insurance contract, and to 
make the insurance applicable even where the 
insured becomes incapacitated for any reason 
from continuing the insurance protection. A 
contract of this kind involves the scientific appli- 
cation of three insurance calculations, namely, 
life insurance, annuities and accident insurance. 

The company announces that this feature is 
incorporated in the policy without extra charge. 
Of course it involves an extra cost, but probably 
will not affect the net returns to policyholders 
so much as might appear on the face. The 
extra hazard of permanent disability, which is 
the only extra feature of the contract, is prob- 
ably quite small. 


INSURANCE AND CIVILIZATION. 


Life insurance means love of home, of wife, 
children and dependents, of business credit and 
honest and self-respecting old age. Its use by 
individuals and peoples has become the measure 
of their judgment, their thrift and their character 
and thereby the test of their civilization and 

rogress. The glory of this great land of ours, 
in which free speech and free opportunity pre- 
vail, is not merely its vast industrial achieve- 
ment, commerce, agriculture, transportation and 
banking, but its nearly ten billions of recorded 
high grade life insurance. That stand for national 
prevision and economy.—National Messenger. 








Let life insurance, therefore, con- 
tribute its just measure to the support 
of the government, but let the vast 
army of policyholders protest against 
any tax upon their right to group 
themselves together for the purpose 
of mutual protection, and make those 
who are responsible for legislation 
feel that upon this point they are 
touching the policyholders so closely 
and so unjustly as to cause a check in 
the present tendency to over-taxation. 

Insurance is protection. No man or 
set of men should be taxed for protect- 
ing themselves and those dependent 
upon them against want and poverty, 
for hy their act they benefit the com- 
munity at large, help to increase tax- 
able values and to decrease the need 
of taxation for supporting poor farms, 
orphan asylums, homes for old people, 
and other institutions which repre- 
sent so large a burden upon the com- 
munity and which probably would 
not prevail were the insurance idea 
thoroughly and consistently practiced. 


AUTOMOBILES AS A LIFE INSURANCE HAZARD. 


The automobile, which has already become a 
problem as a fire insurance hazard, has also 
shown that it is likely to be a new factor affect- 
ing the mortality of life insurance companies. 
A recent case illustrating this fact is the death 
of Frederick E. Kingsbury of Keene, N. H., 
who was fatally burned by gas explosion while 
loading the gasolene tank of his automobile just 
previous to acontemplated trip. . He died within 
a few hours after the accident. That the owners 
of automobiles are likely to be comfortably in- 
sured is shown by the fact that Mr. Kingsbury 
carried life insurance of $180,000 as follows: 
Mutual Life, $100,000; New England Mutual, 
$50,000; Washington Life, Massachusetts Mutual 
and State Mutual, $10,000 each. Last fall addi- 
tional assurance for $10,000 was applied for in 
the National of Montpelier, but declined. At 
the same time a sub-standard policy in the Equit- 
able Life was issued for the same amount, but 
was not taken. 


HOME THE FOUNDATION. 


The foundation of everything good and desir- 
able in the social or political system of the world 
is the home. The end for which we all should 
work is to make that home better, more attrac- 
tive, more influential. We are permitted to live 
here, not simply for our own gratification, but 
should so arrange our lives that others who 
follow us may not have the same old struggles 
to go through. We want those whom we love 
and leave behind to be freed from the cares and 
perplexities that have worried us, that they may 
be better prepared to solve those newer prob- 
lems awaiting them, of which we may know 
nothing, and if we can contribute but ever so 
little to this march of progress it shall surely 
plead for us when our record is Jaid bare.— 
President Chas. S. Mellen, of the New York, 
New Haven & Hartford Railroad. - 
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EMPHATIC DEFENSE OF THE CASH SURRENDER VALUE. 





Protest Against the Reactionary Objection to the Policyholder’s Individual Rights to 
the Reserve. 





Editor of Insurance Economics: 

On page 64 of the June Economics, 
President Alexander in his scholarly 
address at Yale University is reported 
as saying, ‘‘the surrender value... 
rests on afall acy for its base. . . that 
fallacy is that each policyholder has 
an equitable right to the reserve on 
his own policy . . . that fallacy results 
from confusing a mathematical com- 
putation with aright.’’ Thesurrender 
value referred to is the cash surrender 
value of a policy of life insurance. 

President Alexander is everywhere 
recognized as a man of spotless, per- 
sonal integrity, an able, intelligent, 
cultured gentleman, with a clear deep 
insight into life insurance matters, 
and a power and authority in the life 
insurance world. His dicta has al- 
most the force of law. His opinion 
upon a life insurance question nearly 
removes it from the field of discussion. 

Yet, he is not the only plxrct in the 
sky. 

All will agree that in scholarly 
attainments, in culture and personal 
integrity, in clear understanding of 
life insurance questions especially in 
the matter of ‘‘mathematical com- 
putation’’ and in the ethics and legal 
aspects of the business, ex-President 
Amzi Dodd is easily President Alex- 
ander’s peer. President Dodd has also 
expressed himself upon this question 
of the ownership of reserves. Let us 
employ the parallel: 
PRES. ALEXANDER— 

That fallacy is that 
each policyholder has 
an equitable right to 


the reserve on his own 
policy. 


PRES. Dopp— 

I hold the truth too 
clear to be disputed 
that surplus and re- 
serves are mathemati- 
cally and in morals 
the property of the 
members from whose 
premiums they have 
come. 


In this case the parallel, if not 


deadly, at least diminishes the author- 
ity of President Alexander’s utter- 


ance. Events have confirmed with 
irresistible force President Dodd’s 
opinion. The theory of company 
ownership of reserves as opposed to 
the theory of individual policy owner- 
ship is as dead as Julius Caesar. 

Events, not expressed opinions, de- 
stroyed slavery in this country. The 
theory that there may be ownership 
in human flesh and blood is with us 
removed forever from even the field 
of academic discussion. That field is 
today the only one where even the 
ghost of the theory that the reserves 
belong only to the company as a 
whole is permitted to linger. Not 
even a remembrance of that theory is 
anywhere today provoked unless by 
the falling of the shadow of that 
ghost upon the dream chambers of a 
mind meandering in the twilight of 
the irrevocable and well nigh for- 
gotten past. 

Donelson inflicted a staggering blow 
upon the institution of slavery. Vicks- 
burg and Gettysburg inflicted mortal 
wounds and Appomattox rang its 
death knell. The Massachusetts law 
of 1861 was the Donelson of the theory 
of company ownership. The non-for- 
feiture laws of other states its Vicks- 
burg and Gettysburg. The Massachu- 
setts law of 1880 its Appomattox. 

Non-forfeiture is based—no matter 
whether its form is paid-up, extension 
or cash value—upon the theory that 
the policy owns its reserve. It can 
have standing upon no other. The 
voluntary action of the companies, in 
irrevocably establishing non-forfeit- 
ure as a feature of their policies, is a 
full, complete assent to the righteous- 
ness, both in mathematics and morals, 
of the individual policy ownership 
theory. The foundations of this 
theory are laid in equity and right 
otherwise tontine is eternal justice. 

If the reserve belongs to the com- 
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pany only as a whole—i. e.—to the 
stockholders in the case of a stock 
company, or to the persistent and re- 
maining members in a mutual com- 
pany—who themselves are the com- 
pany—then the practice of non-for- 
feiture by either paid-up or extension 
or cash surrender value is a robbery 
of the stockholders on the one hand 
and of the persistent members of the 
mutual company on the other. Equally 
a robbery when paid-up or extension 
is granted as when a cash surrender 
value is given, for the same reserve is 
used in either case—paid out on the 
one hand and carrying non-contribu- 
tive insurance on the other. 

President Alexander also asserted 
in the address alluded to that he who 
withdraws from a life company and 
thereby terminates his insurance ‘‘in- 
flicts a damage’’ for which he ‘‘ought 
to suffer.’’ By the same token he who 
ceases premium payments and hence 
contributions to expense and surplus 
but yet remains a member by virtue 
of the paid-up, likewise inflicts a dam- 
age for which he too ‘‘ought to suf- 
fer.”’ 

If President Alexander is wholly 
correct in all these quoted statements, 
total forfeiture (tontine) would seem 
to be a merited punishment of those 
who fail by misfortune or otherwise 
to continue premium payments—a 
morally correct treatment of mem- 
bers—and non-forfeiture whether by 
cash surrender or otherwise to border 
upon crime. 

But why ‘ought to suffer?’’ That 
expression may fit certain tenets of 
Princeton theology but is not com- 
patible with, as usually understood, 
the teachings of the lowly Nazarene. 
Nor is it overflowing with the spirit 
of a warm-hearted human sympathy. 
Should one who has paid his full share 
of losses and expenses up to the time 
when he finds he cannot or decides it 
is not for his interest to longer pay 
premiums be made ‘‘to suffer”’ if he 
withdraws the reserve which has been 
accumulated out of his own money 
for future protection, and future pro- 





tection only, of his policy? 
tection no longer needed? 

President Alexander gives his reason 
for deserved punishment in the follow- 
ing statement, “it is probably true 
that those retiring are in general the 
better risks.’’ Probably true! What 
a basis upon which to predict a punish- 
ment! Have you ever noticed, Mr. 
Editor, that nearly all objections to 
cash values are based upon ‘‘probably’’ 
or “‘presumably’’ and not upon as- 
certained facts? Upon theories ger- 
minated in the shadowy corners among 
the cobwebs and dust of executive 
offices? 

The theory that only good risks 
surrender, plausible though it may be 
to one whose activities are confined 
within the four walls of a room 
slightly or never warmed by the 
bright sunlight, can never find life in 
the open where contact with the in- 
sured is daily encountered. The re- 
freshing breezes, the ozone and the 
bright sunlight which accompany ac- 
tivities in the field destroy at once the 
germs of the ‘‘probably’’ and ‘‘pre- 
sumably’’ theories. Experiencein the 
field proves that state of health is one 
of the slightest factors when the sur- 
rendering of a policy is being con- 
sidered. Mr. Alexander can easily 
verify or disprove this statement by 
obtaining the experience of his agency 
cashiers and collectors. Inability to 
pay, actual or fancied, is the main 
cause of surrender among those who 
have been intelligently and honestly 
persuaded to sign along the dotted line. 

Then again the theory that those 
with failing and impaired health are 
thereby rendered unable to pay is as 
reasonable and effective as is the 
‘‘probably’’ or ‘“‘presumably’”’ theory. 
Mr. Alexander’s ‘‘philanthropist’’ 
would hardly decide that the policy- 
holder unable to pay further pre- 
miums ‘‘ought to suffer”’ still further 
because of a theory based upon ‘‘prob- 
ably” and the ‘“probably’’ itself 
founded upon a possibly doubtful 
basis. 

President Alexander’s opposition 


A pro- 


162 





Journal of Insurance Economics. 








and objection to the theory of in- 
dividual policy ownership and its 
logical outcome of non-forfeiture 
seem to be based upon the theory that 
cash surrender values are especially 
harmful. To prove they are so he 
mentions in addition to his ‘‘probably”’ 
theory two others. The first, that 
thereby ‘‘one of the great reservoirs 
of surplus funds is thus exhausted.’’ 
The second, that the practice is 
‘against the best interests of the pros- 
pective beneficiaries of the insurance, 
namely—the widows and orphans.’’ 

These two reasons are antagonistic. 
Insurance methods which in them- 
selves fill ‘‘great reservoirs of surplus’’ 
must necessarily be antagonistic to 
the interests of prospective widows 
and orphans. This is self evident. 
These ‘‘reservoirs’’ and the interests 
of those ‘‘objects of sympathy and 
protection’’ cannot both be benefitted 
under one and the same plan of 
operations. The history of the 
Equitable shows, however, what 
diligence in the cause of the filling 
of ‘‘great reservoirs’’ will effect. 

That genuine lberai non-forfeiture 
whether or not it includes cash values 
is not conducive to the “‘filling process’”’ 
nor is specially in the interests of 
the ‘‘great reservoir’’ scheme, is plain 
to all. 

President Alexander may mingle. 
his tears with those of Presidents 
Greene, Shipley and Pattison over the 
losses and sorrows of widows and 
orphans deprived of the benefits of 
insurance because of the practice of 
giving cash surrender values. But 
though forced, neither his tears, nor 
those of all four merged together, will 
be forceful. Cash surrender values 
and the theory of individual policy 
ownership of reserves, upon which 
they are based, are joined together 
and together have come to stay. 
They are built upon foundations 
which can easily withstand a pressure 
of even the combined briny floods. 

If we consider the iron-bound copper- 
riveted tontines of the Equitable and 
the semi-tontines, 


their successors, 


the most cherished characteristic of 
each being ‘‘reservoir’’ filling and at 
the same time remember those copious 
tears which Col. Greene yearly sheds 
over the wrong done to ‘‘widows and 
orphans”’ thereby, (tears which by 
many are supposed to cause the annual 
spring rise in the Connecticut river) 
is there not danger that we may 
be led to suspect that President Alex- 
ander’s wailing and lachrymal effu- 
sions over these ‘‘objects of sympathy 
and protection’’ are not wholly dis- 
interested but are caused in part by 
the sight of the diminished ‘‘supply’’ 
for these ‘‘great reservoirs.”’ 

And is there not also a slight danger 
that some irreverent person who fails 
to appreciate the infallibility which 
accompanies official dicta, but recog- 
nizes the difference between the prac- 
tices and the promises of the Equitable 
with extreme cash values on the one 
hand and President Alexander’s opin- 
ions of and attitude upon this question 
of ownership of reserves and its logical 
outcome of non-forfeiture through 
cash as well as other values on the 
other,may rise up with the impertinent 
query whether President Alexander 
lacks the courage of his convictions 
or is powerless to guide the destinies 
of his company? Possibly, however, 
the idea might suggest itself to him 
that it is the insatiable appetite of 
the ‘‘wicked Tarbell’ for more busi- 
ness which thus sacrifices principle 
and righteousness to the bloated God 
of Volume. 

Whilo the tears abundantly shed by 
President Greene over the wrongs 
inflicted upon helpless widows and 
orphans by the Equitable must be 
permitted to annually flow, so far as 
the effect of cash values upon the 
prospective beneficiaries is concerned 
President Alexander may dry his 
eyes. 

The husband who out of his love 
and care for wife and children insures 
his life for their benefit should be the 
best judge of whether they and him- 
self will be most benefitted by present 
cash or by continued insurance. Let 
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him decide. He can best weigh the 
injury. They should be safe in his 
care. 

If the interests of widows and 
orphans lie so near the heart of Presi- 
dent Alexander why does he so em- 
phatically recognize by ‘‘change of 
beneficiary’’ clause in the Equitable’s 
policies not only that the individual 
policy owns its reserve but even still 
further the individual policyholder’s 
right to an ownership of policy, in- 
surance,reserves, andall? If cash sur- 
render values inflict an injury upon 
prospective beneficiaries how are they 
benefitted by the privilege given the 
insured to transfer the policy itself and 
all its benefits toanother? Just where 
under this privilege do ‘‘the objects of 
sympathy and protection’’ come in? Is 
not this privilege a pronouncedly 
“special inducement’’ to the insured 
to abandon and neglect the ‘‘best 
interest of the prospective bene- 
ficiaries of the insurance’’ and is it 
not vastly more dangerous in this 
direction than cash values possibly 
can be? 

But why multiply words? President 
Alexander is not the only person whose 
preaching and practice seemingly 
disagree. The question of ownership 
of reserves in life insurance has 
ceased to be even academic. Individ- 
ual policy ownership and cash sur- 
render values are permanently a part 
of life insurance theory and practice. 

President Alexander practically ac- 
knowledges this near the close of the 
address from which I have herein 
quoted. Why then did he discuss 
these questions? Why have I at- 
tempted to? Why? 

W. H. Dyer. 
Boston, August 15, 1904. 


Since the foregoing was written, 
Economics, for August, has put in 
an appearance. In this number Jacob 
A. Jackson, whom, as editor of 
the ‘‘Life Insurance Independent,’’ I 
learned to admire and respect, comes 
to the assistance of President Alex- 
ander in a seeming attempt to bolster. 








and buttress his contention as to 
ownership of reserves. 

Mr. Jackson’s contribution seems 
to be full of inaccurate statements. If 
in this I am correct, his deductions 
therefrom are valueless. He says 
that ‘‘neither technically nor in prac- 
tice’ is it true that the individual 
policyholder owns his own separate 
reserve, and further along says, ‘‘com- 
panies do not venture to give to with- 
drawing policyholders .. . the full 
reserve.”’ 

Mr. Jackson should remember that 
all life companies consider their actual 
real loss by reason of a death claim to 
be only the difference between the 
face of the policy and its reserve—a 
recognition of Elizur Wright’s theory 
of self insurance, and hence a ‘‘tech- 
nical’’ recognition of individual own- 
ership. 

If Mr. Jackson will carefully consult 
the cash values offered under certain 
policies issued by his own company, 
the Mutual Life, by the Equitable, 
the Provident Life & Trust and others 
he may find something additional and 
in the nature of evidence upon ‘‘the 
full reserve’’ question that will make 
his second statement seem somewhat 
inaccurate. 

He further says ‘‘ omniscience alone 
can determine what is the amount of 
the reserve belonging to any par- 
ticular policy,’’ and this notwith- 
standing that just above and in the 
same column, he says, in the example 
he uses, that the reserve is $23.91 for 
each individual policy. 

Omniscience does not seem to be 
entirely ‘‘alone.’’ Mr. Jackson claims 
that finding the reserve to be $23.91 
does not prove that it belongs to its 
individual policy. Possibly not, but 
it does prove that $23.91 is the amount 
the individual policyholder has con- 
tributed to the whole reserve held and 
owned in matuality. Mutual owner- 
ship implies individual ownership. 
One cannot exist without the other. 
This applies in life insurance as well 
as in other business enterprises—and 
we are considering the question from 
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a mutual life insurance standpoint. 
Hence, in the example quoted by Mr. 
Jackson the individual policyholder 
owns $23.91 of the total reserve. 

Suppose he ceases payments, with- 
draws and is no longer a member, to 
whom then does this $23.91 belong? 
Certainly not to the others, the re- 
maining policyholders. It is not re- 
quired for reserve upon their policies. 
It was not contributed by them. It is 
not needed to make their policies se- 
cure. In equity, fairness, justice and 
right it necessarily follows and belongs 
to the individual policy whose share 
of the total reserve it was. 

Mr. Jackson’s whole contention 
seems to center around the word 
‘*full’’ in his assertion that ‘‘companies 
do not venture to give to withdrawing 
policyholders . . . the full individual 
reserve.’’ As stated before, some com- 
panies do. This, however, begs the 
question. If a company gives any 
part of the reserve to the individual 
policyholder who withdraws, that 
giving is a recognition of his owner- 
ship. Otherwise, it is robbery. 

The reasons why companies do not 
usually give the full reserve are ob- 
vious and have nothing to do with 
this question of ownership. Speak- 
ing of Elizur Wright, Mr. Jackson 
further says ‘‘the great actuary recog- 
nized the fact that the men who are 
destined to live the longest... are 
to be the very ones to withdraw first.”’ 

There are nine reasons why Elizur 
Wright did not and could not recognize 
any such ‘“‘fact.’’ The first is, there 
never was, is not, and never will be 
such a fact. The other eight are super- 
fluous. There can be no such fact ex- 
cept there is knowledge of such des- 
tiny. No one ever knew, no one knows, 
no one ever will know, no one ever 
was, is or will be assured, intuitively 
or otherwise, that he is destined to 
live even long, much less ‘‘longest.’’ 
The man who has such knowledge or 
assurance or information or intuition 
has little reason and less incentive to 
take out life insurance. 

Consequently there are few of him 


in any company and if all such should 
withdraw the company would not be 
materially affected thereby. If through 
recognition of individual policy own- 
ership and its logical sequence the 
granting of cash surrender values, 
healthy lives and those ‘‘destined to 
live longest’’ withdraw while the 
impaired lives remain, that fact must 
certainly appear in the experiences of 
the cash value companies. 

The Massachusetts companies and 
the National of Vermont, however, 
have granted cash values fur now 
nearly twenty-five years. If in con- 
sequence the good lives have gone 
out their mortality experience must 
show it. Let Mr. Jackson consult the 
gain and loss exhibits which have 
been published in recent years. He 
will find that the ratio of actual to 
expected mortality in these six com- 
panies is not only below the average 
but below that of the particular com- 
pany which has stood during that 
time as the exponent of the non-cash 
value system. 

If the mortality experience of these 
companies proves anything in this 
regard, and I do not claim that it does, 
it proves that the weaker lives with- 
draw and the better lives remain. 
This talk of the ‘‘better lives going 
out’’or of ‘‘self selection’’ against the 
company because of the recognition of 
individual ownership with its cash 
values is to me the most flippant non- 
sense, and I regret to see a man whom 
I esteem so highly as I do Mr. Jackson 
—a man of such excellent intentions 
and ability—putting it forth as a 
serious argument. 

As a whole I find nothing in Mr. 
Jackson’s article to sustain President 
Alexander’s contention, nothing to 
demand further consideration or more 
of your valuable space. W. H. Dyer. 
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INVESTIGATION OF THE WASHINGTON LIFE IN PROGRESS. 





The ‘‘Insurance Press’’ states that 
the New York insurance department 
is making an ‘‘investigation’’ of the 
Washington Life Insurance Company 
in order to verify its annual statement 
of Dec. 31, 1903. In this connection 
the following extract from the‘‘ Weekly 
Underwriter’ of New York City is 
quoted for the benefit of the readers 
of this magazine: 

A comparison of the records of life insurance 
companies of practically the same size sometimes 
brings to light very interesting facts, and leads 
one to wonder why it is that there is such a 
difference in their figures when the business they 
transact is of about the same nature and nearly 
the same in amount. For instance, take the 
records of the following life insurance compa- 
nies: The Phenix Mutual, Berkshire, Home, 
Union Mutual and Washington. They are of 
the same class of companies, but the variance in 
their returns will be seen by the following table 
compiled from the annual statements of Decem- 
ber 31, 1903: 


-Lapsed Dur--——Revived Dur-—~ 


ing the Year. ing the Year. 
‘er Cent. Per 
to Out- Cent. 

Outstanding stand- to 
Insurance. Amount. ing. Amount. Lapsed. 
Pheenix..... $75,143,735 $2,585,621 3.4 $81,596 3.2 
Berkshire... 60,159,228 1,375,363 2.3 59,500 4.3 
BOERS «. cc00 69,410,582 3,967,345 5.7 248,781 6.3 
Union ccccece 57,385,197 3,084,434 5.4 82,096 2.6 
Washington 63,777,367 8,861,747 13.9 6,418,432 72.2 


The disproportionately large lapse rate and rein- 
stated rate of the Washington Life, for instance, 
suggests further inquiry into its record, and we 
find that the latter has been for the four years 
ending December 31, 1903, as follows: 


Outstanding Lapsed During Revived During 


Insurance. the Year. the Year. 
 eeeer $58,619,922 $7,677,452 $1,204,367 
IGS ccccces 56,847,961 10,028,232 2,925,940 
IGER cccciccce 61,030,887 9,916,088 3,616,418 
TEED 2.0 csceve 63,777,367 8,881,747 6,416,432 


In view of the fact that the Washington Life 
is not a company that began business within a 
few years, but that it is forty-four years old, 
it must be free from any abnormal fluctuation 
in its business operations. Its outstanding in- 
surance has increased inthe four years from 
$58,619,922 to $63,777,367, or 8.8 per cent.; its 
lapses have increased from $7,677,452 to $8,881,- 
747, or 15.7 per cent., both a fairly normal in- 
crease. But its revivals have in the same time 
increased from $1,204,367 to $6,416,432, or 432.7 
per cent., or until, in 1903, the revivals had 
reached the astounding ratio of over 72 per cent. 
of its lapses. What is the meaning of all this? 
The cause of such an unusual condition of its 
business cannot be ascertained without consult- 
ing the full records of the company. One is 
justified in believing that such a condition shou!d 





not consistently exist in a business such as the 
Washington Life is reputed to transact. Wecan 
readily understand that if a life insurance com- 
pany found it necessary to maintain or increase 
its surplus it could manipulate its outstanding 
insurance by instructing all of its agents to re- 
turn all renewal receipts unpaid December 31 
and cancel the policies. This would cause a 
very liberal reduction in its reserve liability, 
while it would not disturb its assets and would 
liberally increase its surplus. If it wanted to 
retain the canceled business the policies could be 
revived immediately after January 1, by being 
returned to the agents, with instructions to in- 
duce as many policyholders as possible to pay up 
—a method that would work beautifully if 
not found out. We would be loath to believe 
that the Washington Life would resort to such a 
subterfuge, even though its surplus were in a 
precarious conditon. Its management is in the 
hands of gentlemen of too much character and 
self respect for this. But its figures do look pe- 
culiar when compared with those of other com- 
panies of its class. 


The above statement from the 
‘‘Weekly Underwriter’’ was submitted 
by the Journal of Insurance Economics 
to Benjamin F. Brown, the well-known 
expert in life insurance statistics, for 
comment. He expressed the opinion 
that the points advanced by that 
journal were well taken and timely. 

In regard to the present financial 
condition of the company he referred 
to page 65 of the ‘‘Brown Book”’ for 
1904 wherein the surplus of the Wash- 
ington Life is shown to be $686,034, 
bearing a ratio of 4.20 per cent. to 
liabilities. This surplus, he points out, 
includes, besides capital stock of $125, - 
000 and non-admitted assets of $46,- 
874.39, the item ‘‘Market value of real 
estate over book, $375,857.33.’’: The 
company’s mean holdings in real es- 
tate last year were $6,128,006, bearing 
a gross rental of $375,741. Deducting 
expenses and taxes, $166,536, this asset 
gives a net rental of 3.48 per cent.; in 
view of which he thinks it worthy of 
consideration whether the $375,857 of 
real estate claimed as market value 
over book (more than one-half of the 
surplus) can really be regarded as add- 
ing materially to the financial strength 
of the company. 

Mr. Brown has made for many years 
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a careful study of the history and 
progress of American life insurance 
companies as revealed in their annual 
statements to the insurance depart- 
ments, and he believes that the busi- 
ness of life insurance in general 


and the interests of this company’s 
policyholders in particular, will be 
served by an examination which may 
lead up to important changes in the 
future conduct of the company’s busi- 
ness. 





SOME QUESTIONS OF 


FACT AND OPINION. 








New York, Aug. 16, 1904. 
Editor of Insurance Economics: 


While I agree in the main With the high tribute 
paid the Massachusetts Insurance Department 
by Samuel Davis, in your issue of July, I desire 
to call attention to the fact that the controversy 
between the department and the New York Life, 
therein referred to, terminated on March 22, 
1890, some seven months before the next guber- 
natorial election, and terminated in an amicable 
settlement of all points at issue. 

As bearing upon the merits of the uae, 
I may say that Hon. John D. Long and Hon. A. 
E. Pillsbury of Boston gave it as their opinion 
that the policy in question did not conflict with 
Massachusetts laws, and David Parks Fackler 
of New York gave it as his opinion that it was 
not open to the actuarial objections urged by the 
commissioner. A part of the amicable settle- 
ment was the approval by the commissioner of 
a new form of the policy, containing twenty-four 
explanatory words, and omitting four words 
contained in the original form. The premium 
rates, reserves and guarantees remained the 
same. 

When the company withdrew from the state, 
it petitioned the legislature for a law which 
would allow the questions at issue to be decided 
by the supreme court, instead of by the insur- 
ance department. When the settlement was 
made, the company withdrew its request for 
legislation. Such a Jaw as was asked for by the 
company was, however, enacted with the ap- 
proval of the commissioner, and was approved 
by the governor on May 20, 1890. 


James M. Hudnut, 
Historian New York Life Ins. Co. 


Editor of Insurance Economics: 


I was in error to word the paragraphs refer- 
ring to the New York Life incident in such a 
way as to suggest the inference that a settlement 
was not arrived at until after the election for 
governor. What I really meant to convey was 
that the incident was held responsible for the 
failure of the governor to secure a re-election. 
Although the opposite political faith secured the 
office, the insurance commissioner was reap- 
pointed and the attitude of the department 
remained the same. 

I must maintain in reference to the policy, 
that it was withdrawn. Here is the letter from 


the counsel of the company to the insurance 


commissioner : 
Boston, Mass., March 22, 1890. 


Hon. Geo. S. Merrill, 
Insurance Commissioner : 
Dear Sir— 

The New York Life Insurance Company, 
desiring to harmonize the recent controversy 
and to return to Massachusetts upon satisfactory 
relations with your department, proposes to dis- 
continue the issue of its present form of policy, 
which has been designated as the “Ordinary 
Life Distribution Policy,” and to discontinue its 
present application for legislation. 


Very truly yours, 
John D. Long, 
A. E. Pillsbury, 
of Counsel... 


The remodeled policy was designated ‘‘ Com- 
bination Term and Life,” which indicated its 
true nature. As to Mr. Hudnut’s claim that the 
purely verbal changes did not constitute the 
policy a new one, the readers of Insurance 
Economics may judge for themselves. The 
principals in the affair have left the scene. Mr. 
Hudnut prefers his interpretation of the facts, 
while I incline tothe record as given in the 
Massachusetts Life Reports and the traditions 
among the craft in Boston. So be it. 

Both the New York Life and the Massachusetts 
system of supervision are stronger today than 
ever, and we may felicitate each other upon a 
condition so satisfactory to both. 

Samuel Davis. 





PLEASURE OF WORK. 


To look for happiness only in what are called 
the pleasures of life is to despair of happiness. 
The most pathetic things in human existence are, 
and have always been, the low gratifications 
miscalled pleasures; and the great civilizing 
agency has been not pleasure but labor. The 
distinction between the civilized man and the 
savage is the former’s capacity for contented 
labor. Unfortunately the so-called pleasures of 
the civilized man are apt to resemble those of 
the savage—such as hunting, gambling, eating 
and drinking to excess, fighting in various de- 
grees, and witnessing combats of men or of 
animals. In his low pleasures the civilized man 


is not far removed from the savage; but in his 
work he seems a far nobler creature.—President 
Chas. W. Eliot of Harvard University. 
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CONNECTICUT MUTUAL’S NEW STEP TOWARD LIBERALIZATION. 





The Connecticut Mutual Life Insur- 
ance Company, long conducting itself 
on an ultra-conservative basis, has 
made another important concession in 
its field practices which will enable its 
agents to more successfully meet 
modern conditions of competition. 
Following the recent modifications in 
regard to cash values the manage- 
ment of the company has now decided 
to extend the privilege of securing 
loans against the cash value at the 
rate of 5 per cent. per annum. 

In explanation of this departure 
President Jacob L. Greene makes the 
following statement: 

We have always considered ourselves as, in a 
special sense, bound to regard first and always 
the interest of those whom life insurance is de- 
signed to protect, and have therefore discour- 
aged loans and annual cash values which operate 
against those interests asarule. It is our con- 
viction that so long as a man’s family needs its 
- protection—and when do they not?—his policy 
is the last thing to which he should turn for fi- 
nancial relief. He cannot so use it except at 
their expense and loss, and so by a failure in his 
own duty toward them which nothing but abso- 
lute necessity can justify. And he can never 





We find it necessary to say that the editor of 
the Journal does not assume responsibility for 
the views expressed in contributed articles. We 
find that quotations are being made from con- 
tributed articles to the Journal as though they 
were editorial opinions. This may be done 
inadvertently, or on the assumption that because 
the article is published, it naturally has the 
endorsement of the editor. 

The purpose of the Journal, is to admit to its 
columns contributed articles expressing views 
with which the editor does not agree. In fact, 
we are particularly anxious to secure articles of 
this description. We believe in free discussion. 
By no possibility can the editor comprehend all 
that there is to be said on any subject, nor can 
he hope always to be right. He can only offer 
his view when the consideration of any import- 
ant question arises. To others who differ with 
him the columns of this Journal are invariably 
open. We stand first, last and always for the 
open debate. We are willing to give everybody 
a chance to say what they have to say. 

We are always ready to stand by the opinions 
which the editor expresses, but do not expect to 
be credited with views expressed by others. We 
ask those who quote from this magazine to be 





greatly increased cost by reason of his advanced 
age. 

But it sometimes happens that the insured 
deems himself under a real necessity to use 
money which he can procure from no other 
source, and yet recognizes his family’s need and 
his own duty, and wishes to continue his policy ; 
and so, instead of seeking a surrender, he seeks 
a loan with the intent to pay it off and save his 
family their insurance. 

In order to meet the case of such policy- 
holders, and enable them to save to their fam- 
ilies the protection they might otherwise be 
compelled to lose, we have decided to consider 
requests for loans payable on demand, with in- 
terest at 5 per cent. annually in advance, se- 
cured by a proper assignment with delivery of 
the policy to the company. We make no agree- 
ment to make such loans. We must keep our- 
selves in a position to act in making investments 
as well asin all other things for the interest of 
the whole body of -policyholders, and not for the 
particular interest of any one as against the 
rest. We shall, therefore, deal separately and ac- 
cording to circumstances with each such request 
brought to our attention, and ulways with a 
view to the interests of those needing the pro- 
tection which is impaired and put in hazard by a 
loan, and with a purpose to restrict rather than 
encourage a practice which, however expedient 
in exceptional cases, in ordinary cases contra- 
venes the whole spirit and purpose and duty of 
life insurance. 


particularly careful in order that the Journal 
may not be misrepresented. It is hard to follow 
up a misquotation and secure a correction. As 
the Journal undertakes to express opinions only 
after careful investigation and consideration the 
editor does not like to be put in the position of 
saying things upon which he may not have 
formulated complete views. 





NEW LIFE INSURANCE JOURNAL. 


We have received the first number of the 
** Life Insurance Educator,” published at Louis- 
ville, and edited by Joseph J. Devney of Cleve- 
land. An examination of the new publication 
indicates that it is destined to make a place of 
its own, by supplying to life insurance men an 
educational publication of exceptional value. 
Like the Journal of Insurance Economics, the 
** Educator” is launched without advertising 
support, but its paid circulation already places 
it far ahead of the majority of those insurance 
papers which today enjoy lucrative advertising 
incomes from insurance companies. But the 
** Educator” can afford to wait. Those founda- 
tions which are built slowly and painfully are 
the most solid and secure, bringing absolute in- 
dependence, the most valuable asset any publi- 
cation can possess. 












Insurance Economics Advertiser. 











POLITICS AND BUSINESS. 
The average American citizen is quite capable 


of taking his politics philosophically. He no 
longer thinks the country is going to the dogs if 
the opposing party is elected. Business success 
today depends on more than political condi- 
tions. In fact, political conditions have rela- 
tively little to do with it. American push and 
energy and enterprise, which are always to the 
front, know no politics, and while we are en- 
gaged in the serious business of electing a presi- 
dent, we can also keep our minds fixed with 
equal seriousness on business matters. 

Nothing sets other people to worrying so 
much as worrying ourselves. 
control the thoughts and feelings of others. If 
we begin to think that business is going to be 
bad, we can be sure that most everybody around 
us will think the same way. If we insist that it 
is going to be good and make it good, the whole 
outlook for everybody who comes in contact 
with us will be changed. The human mind is 
more susceptible to outside influence than any 
other factorin the world. Therefore let each 
one do his part to keep up an interest in honest 
and prosperous trading.—Trade. 


HOW ABOUT PRELIMINARY TERM ? 


In the *‘ Spectator ” of June 23, Vice-President 
Baldwin of the Pittsburg Life and Trust Co. 
criticises severely the supposed practice of cer- 
tain life insurance companies in using the “ re- 
serve portion of the premium” for expenses, 
and calls upon insurance departments to put an 
end to such practice. It is difficult to conceive 


of the existence of the evil to which Vice-Presi- 
dent Baldwin refers. It is incredible that any 
company of any note uses any portion of its 
reserve for expenses. If there is such a com- 
pany the practice clearly indicates its insolvency. 
It is impossible for a company to be so solvent 
and at the same time use any part of its reserve 
or the ‘* reserve portion of the premium” for 
ex penses.—Independent. 


TOOK TEN YEARS. 


In the September “ Educator” Danford M. 
Baker states that he took ten years on a single 
ease before landing his client. The case involved 
numberless interviews, talks with the man’s 
wife, the failure of two fraternals in which he 
was a strong believer, and finally, at the close, 
‘+ an honorable competition with other agents in 
which there was no rebate.” 





Insurance Journals worth 
Patronizing 





Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


We can really . 





The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies I5c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies I5c. 





Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; I5c per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 





Weekly Underwriter, 58 William St., 
New York, N. Y. A weekly review cover- 
ing all branches, strong in its editorial 
comment and making a specialty of insur- 
ance returns by States. Also has the best 
information respecting State insurance leg- 
islation. 

Price, $5.00 per year; single copies Ioc. 


Western Underwriter, 164 La Salle St., 
Chicago, I11., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. Indispensable to fire, 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 
surance. 

Price, $2.00 per year; single copies 15c; 
special life number 2o0c. 
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. . » A WORD TO INSURANCE ADVERTISERS... 





DON’T think that because the business representative of an insur- 
ance journal calls on you with regularity that the circulation 
of his paper is necessarily large enough to justify any expenditure on 


your part for advertising purposes. It may be that it needs the money. 


DON’T think that because an insurance journal never sends a busi- 
ness representative to your office that it has no advertising 
value to offer. It may be that it does not need the money and that its 


time is devoted to producing actual advertising value. 
JOURNAL OF INSURANCE ECONOMICS, 
Annuity Building, Boston, Mass. 


Sixth Year: Circulates in Forty-two States. 
































FREDERICK L. CUTTING, 


CONVENTION, OWES THIS ELECTION, AS WELL AS HIS APPOINTMENT AS 


CRITICISM. NEVERTHELESS THOSE ACTS HAVE THE SUPPORT OF THE 


EXPEDIENCY. 





INSURANCE COMMISSIONER OF MASSACHUSETTS. 
MR. CUTTING, WHO HAS JUST BEEN ELECTED TO THE PRESIDENCY OF THE NATIONAL COMMISSIONERS’ 
COMMISSIONER, TO 
YEARS OF FAITHFUL, CONSCIENTIOUS SERVICE IN THE CAUSE OF STATE SUPERVISION. 
SIONER’S OFFICE, AS CONDUCTED BY MR. CUTTING FOR THE PAST SEVEN YEARS, IS A NON-POLITICAL 
ONE. HE HAS ALWAYS SOUGHT TO SERVE INSURANCE INTERESTS FROM THE PUBLIC STANDPOINT 
ACCORDANCE WITH HIS HONEST CONVICTIONS AND NEVER AS THE RESULT OF POLITICAL PRESSURE, 
‘TOO OFTEN ATTEMPTED, ALWAYS WITHOUT SUCCESS. FOR A COMMISSIONER WHO IS ESSENTIALLY 
MODEST AND UNASSUMING, AND FOR A DEPARTMENT WHOSE TRADITIONS ARE ESSENTIALLY CON- 
SERVATIVE, MR. CUTTING’S ACTS IN RECENT YEARS HAVE ATTRACTED UNUSUAL ATTENTION AND 


INSURANCE, BECAUSE THAT OPINION (REGARDLESS OF DIFFERENCE IN THE POINT OF VIEW ) WILL 


ALWAYS SUPPORT ANY COMMISSIONER WHO IS MOVED BY A CLEAN PURPOSE AND NOT BY POLITICAL 























